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`of accounting rah. 


One in a series of See a to remind members and non-members 


of the extensive. facilities: EE GM 


The Management Information series of eight publications was completed in February 1968. These 
booklets are of value to all concerned with financial management, whether in commerce, industry 
or public practice. This series, detailed below, is one of the publication services to members and ` 


non-members provided by | 


The General Educational Trust of 


The Institute of 


CHARTERED ACCOUNTANTS 
in England and Wales 


CITY HOUSE, 56/66 GOSWELL ROAD, LONDON PO 





, D 
Among numerous publications available are: 


THE MANAGEMENT INFORMATION SERIES 


Published by the General Educational Trust of the 


Institute. (10s each.) 
© Business. planning and control | 


@ Research and development — the key to future profitability | 


@ The case for marginal costing 
@ The use of ratios in the study of business fluctuations and trends 


@:The preparation of interim accounts for management in the 
smaller manufacturing concern 


. @ Management information and statistical method 


@ Improving the efficiency of an accounting department 
8 The computer as an aid- tọ o mahagement 


i 





.@ An audit approach to computers. £1 


1 


THE PRACTICE ADMINISTRATION SERIES 


Published by the Institute. (5s each.) 

@ The development of an accounting practice 

@ Professional practice insurance 

@ Provisicn for retirement. 

@ The constitutional arrangements of an accountant's practice 
@ The organization of a practising accountant's office 

@ Mergers and associations of professional firms 

@ Towards better fees 


@ Controls for the effective use of time and the keeping of time 
records 


@ A practitioner’s own taxation problems 
@ The selection, training and management of staff 
‘@ Professional goodwill and partnership annuities 


7s Gd each 
@ The sole practitioner 


Remittance to be sant with order. Cheques made payable to the respective publishers 
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Small Firms’ Plight 


O much has been said and written about the importance of 
the industrial giants to the growth of the economy and the 
need for further regrouping of firms into larger units by merger 
or take-overs that the case for the continuing existence of the 
tens of thousands of small firms is in danger of being lost by 
default. 
In order to redress the balance and show: their concern for the 
vital role that small firms play, the Confederation "of British 





Industry last week published a booklet! which sets out to remove | 


some misconceptions and to suggest special measures by which 
small co6mpanies may be helped and encouraged to prosper. Size, 


let it be said, confers no guarantee of efficiency or immediate ; 


promise of increased profitability. , 
The crux of the matter is that if Britain’s 80,000 small manufac- 


turing ‘firms were to close down tomorrow, 24 million workers | 


would lose their jobs, some £6,000 million of ‘industrial output 


would be lost and most of the larger companies would quickly 


grind to a halt through lack of supplies. — 

Rightly or wrongly, small companies believe much of the 
Government’s recent legislation is directed against them and cite 
the provisions of the Finance Act 1965 dealing with close com- 
panies, the disclosure provisions of the Companies Act 1967 and 


regulations by the Government on employment‘and conditions of 


work (especially redundancy payments and industrial training 
boards)’ causing extra records to be kept. ` 

The major factor, however, is undoubtedly the level of taxation 
which leaves insufficient capital to finance expansion of production 
or exports. Already, many small firms contribute substantially to 
the export effort but much of this is indirect; they do not benefit 
from any special assistance that may be made available to exporters 
as such. 

Given then, that small firms — while enjoying certain-advantages 
— still suffer from inherent weaknesses, it is necessary to consider 
ways and means of fostering their establishment and growth. 

Here, the CBI Small Firms’ Committee advocates tax changes 
to remove the disabilities imposed upon private firms: ‘Private 
businesses should be encouraged to plough back as much profit 
as they consider necessary for their expansion, not discouraged from 
so doing.’ It makes the further point that the present system of 
investment grants also needs revision because the cash flow benefit 


1 Britain’s Small Firms, Confederation of British Industry, 21 Tothill Street, ` 


London SW. Price 55. 
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- Next, the idea of ‘free depreciation’ is recommended. 
Apart from being an ideal remedy for the small firm, 
“it would encourage an attitude ‘of mind that based 
depreciation. on technical obsolescence rather than on 
‘mechanical obsolescence’. -~ l 
Finally, the exemption provisions of the Companies 
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Charge — III 
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SPECIAL apportionment of a EEE close 


` Ans s income, for the purposes of the special l 


charge, under section 45 (3) of the Finance Act 1968, is 
to be of ‘the whole of the income up to the amount of 
the required standard’. The expression ‘required 
standard’ is defined in section: AS (7) (b) as having the 
meaning given by section 77 (2) of the Finance Act 
1965, i.e. the same meaning as for the purposes of 
< shortfall assessment. As indicated last week, a company 
SÉ which 1 is a trading company or a member of a trading 
` group is not subject to special apportionment under 


section 45 (3). The expressions ‘trading company’ and 
‘trading group’ are as defined in -paragraph 8 of 


- Schedule 18 to the Finance Act 1965 (section 45 (7) (c)). 
The method’ of apportioning the income of a 
company, pursuant to a section 45 (3) special appot- 
tionment, is laid down in paragraphs r and 2 of 
Schedule 16, which.are similar to, but not the same as, 
_ the rules laid down in section 78 and the Finance 


Act 1965 for ordinary surtax'apportionmerts. Para- 


|. graph r (a) of Schedule 16 directs that the special 


, apportionment is to be made according to the respec-. 


tive interests of the participators. Paragraph 1 (b) 
_- . directs. that “sub-apportionments shall be made ac- 
cording to the respective interests of the. participators 


, in the holding company. The werd ‘participators’ has 


the same meaning as in Part IV of the Finance Act 
1965 (section 45 (7) Ich, It follows that the word 
means ‘participator’ as defined in paragraph 4 of 


‘The Special — 
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is. seen to be markedly less than under the old system. Act 1967 should be pitched at a reasonable sind much 


higher level. 
Whether by accident or r design, the Government has 


' often! appeared indifferent to the long-term effects of 


its-policies on the inarticulate ‘submerged one-third’ of 
manufacturing industry. Here is a chance for it to 
make amends. ! 


i dë 


Schediile 18 to pane Act ok 5 and includes, inter 


“(b) Any person eT is a loan creditor of the company 
otherwise than in respect of any loan capital or debt 
. issued or incurred by the company for money lent by 
him to the company in the ordinary course of.a business 
of Banking carried on by him’. 


Paragraph 1 of Schedule 16 is subject to paragraph 2. 
Paragraph 2 (x) applies to the apportionment the 
following provisions of the Income Tax Act 19 52 as 
applied. in the case of an- investment company’ as 
defined i in that Act: 


E) D _provisos to section 258 (3) (interests in 
loans); 


(b) section 259 (1) (interests in a winding-up); 


(c) section 260 excluding section 260 (5). oe 
lying interests). 


These provisions are similar to the provisions contained 
in section 78 (5) of the 196 5 Act concerning ordinary 


surtax apportionments since April 5th, 1966. Referring 


back how to paragraph 1 it will be recalled that a 
‘loan creditor is a ‘participator’. How does one 


determine the respective interests of such notional 
participators? The answer seems to be contained in 


paragraph 2 (2). Paragraph 2 (2) says it is ‘for the 
purposes of sub-paragraph (17 but this seems to be an 
error. The draftsman seems to have confused paragraph 
2 (1) with paragraph 1. Paragraph 2 (2) says that: 


ER For the purposes of sub-paragraph (1) [sic] above 
_a loan creditor shail be deemed to have an interest 
in any company which is an investment company to the 
exterit that the income to be apportioned or assets 
representing it is or have been expended or applied, or is 
or are available to be expended or applied, in redemption 
or repayment or discharge ‘of the loan capital or debt 
(including any premium thereon) i in respect of which he 
is a loan creditor. 


S ‘ 
‘In this sub-paragraph ` ‘investment company” ` means 
a ‘company whose income consists wholly or mainly 
of inyestment income, construing “investment income’: 


|. 
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in accordance with paragraph 8 (1) of Schedule 18 to the 
Finance Act 1965.’ l 


While dealing with close companies in general, it is 
‘convenient to deal with the administrative provisions in 
relation to special apportionments. The Revenue must 
serve on the company, notice of the apportionment and 


of any. sub-apportionment (Schedule 16, paragraph 3 ` 


(CHL The notice consists of a statement showing the 
amount of the income of the company up to the re- 
quired standard for the purposes of the special ap- 
portionment. In addition, at the option of the Revenue, 
the statement must show either the amount apportioned 
to each participator, or the amount apportioned to each 
class of shares, as the Revenue think fit. This latter is 
unlikely to be very helpful if the income has all been 
apportioned to individuals who do not have shares of 
any class. The company then has thirty days from the 
. date of the notice to appeal (paragraph 3 (2)). If the post 
is slow, the thirty days can well be whittled down to 
considerably less. The appeal is to the Special Com- 
missioners, and it is made by giving notice to ‘an officer 
of the Board’. Apparently any officer wil do, unless and 
until the Inland Revenue make regulations to some 
other effect. Paragraph 3 (2) says nothing further 
about the appeal. However, section 43 (7) provides 
inter alia that special charge shall be assessed and 
recoverable as though it were surtax and that the 
income tax rules conferring or regulating a right of 
appeal shall apply. One may assume, therefore, that if 
the company is dissatisfied with the Special Com- 
missioners’ decision on a point of law it may demand a 
' stated case for submission to the High Court. Section 
43 (8) gives the Revenue power to make regulations 
introducing modifications and exceptions to the income 
tax rules in rélation to special charge, but presumably 
such regulations could not go to the length of denying 
the right of appeal to the High Court. 

The reason why a close company is given the right of 
appeal against a special apportionment appears from 
paragraph 4 of Schedule-16. This gives the Revenue 
power to collect special charge from the company 
itself. It applies where: 


(1) special charge falls to be made in respect of an 
individual’s investment income; and é 


(2) that investment income includes any amount 
which is either 

(a) treated as part of his total income for surtax 

in consequence of a section 78 apportionment; 

or , 

(b) so treated in consequence of a special ap- 
portionment. 

Any ‘amount’ falling within (a) or (b) is called ‘the 

apportioned income’ in paragraph 4. If any part of 

the special charge is still unpaid’ at the expiration-of 


ACCOUNTANT ` 


439° 


thirty days from its becoming due, the Revenue have 
power by notice in writing addressed to the company to 
require the company to pay the special charge up to the 
limit defined in paragraph 4 (3). This is a fraction of the 
special charge arrived at by taking the ‘apportioned 
income’ as the numerator and the individual’s aggregate 
investment income as the denominator. However, in 
arriving at the aggregate investment income for this 
purpose no deduction is made under section 42 (7). 
This is the subsection which permits the deduction of 
interest, annuities and annual payments. If there is 
credit for foreign tax against the special charge, it is to 
be added. back for the purpose of arriving at the 
denominator (paragraph 4 (4)). The company is 


required to pay the ‘sum’ demanded in the notice 


‘on the day next following the giving of the notice’ 
(paragraph 4 (5)). However, this does not mean that 
the company cannot appeal from the notice itself. 
Paragraph 4 (5) goes on to say that the provisions of 
Part IV ‘shall apply as if that amount (sic) had been 
assessed on the company’. Clearly therefore the com- 
pany can appeal. 

- Nothing is said about the rights, if any, of the 
company to recover the special’ charge from the in- 
dividual concerned. This is left to general law. Where a 
company in liquidation had paid over its assets to 
X who was the beneficial owner of nearly all the share 
capital, the Special Commissioners obtained an order 
requiring X to refund to the company sufficient money 
to enable the company to pay the surtax charged on the 
company in respect of surtax direction relating to X’s 
total income (Re Aidall Lid [1933] Ch. 323). Again, 
if the liquidator of a company pays surtax on the 
company’s behalf, the amount paid is not treated as an 
ordinary company liability but is charged out to the 
contributories in the proportions in which their 
respective surtax liabilities have added to the com- 
pany’s liability (Re Alexander Drew & Sons Lid, 13 
ATC 670). However, once a company is in liquida- 
tion it holds its surplus assets on trust for its 
contributories (CIR v. Olive Mill Lid(42 ATC oa 
and no doubt this was an important consideration in 
the two cases cited above. Those two cases do not 
establish that a company which is not in liquidation can 
recover surtax or special charge from the individuals in 
respect of whom it is paid. 

This makes for an additional complication in 
negotiations for an arm’s-length takeover of a close 
company’s share capital or of a substantial portion of it. 
The intending purchaser will need to satisfy himself 
that the company is not going to be mulcted of special 
charge, or that he can obtain for the company -an 
adequate indemnity. 


(To be continued.) 
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- Affairs 





Insurance Companies (Accounts and 
Forms) Regulations , 


S from January rst next, the Danna Companies 
(Accounts and Forms) Regulations (S.I. No. 1408) 
extend to insurance companies the accounting require- 
ments of the Companies Acts 1948 and 1967 in place 
of the regulations previously made under the In» 


surance Companies Act 1958. As readers will be aware, 


this means that the contents, but not (as has previously 


-been the case with insurance companies) the form of 


` the balance sheet and profit and loss account, are 


prescribed. 

New forms of revenue accounts for long-term busi-. 
ness and general business respectively are introduced, 
showing on one‘sheet each separate fund in columnar 
form. Companies will also be required to provide an 


‘analysis of their assets, with a statement of the income 


derived from.each category; an analysis of premium 


_ income as between Great Britain and overseas, and as 


between direct business and reinsurances; Bad (from 


, January. 1st, 1970) analyses of claims frequency and 


claims settlement. 

' Certificates, to be signed by the secretary or manager 
(if any) and not less than two directors, will be required 
in support of certain. aspects of.an insurance company’s 
accounts: These include whether.or not the value of 


' the company’s assets is at least equal in aggregate to 


_ the balance sheet figures, and (where assets have been 


- valued at other than market value) the basis of valua- 


tion; the extent to which ‘domestic liabilities’ (as 
defined by section 65°(9) of the Companies Act 1967) 
are covered by realizable assets; the adequacy of 
reserves for unexpired risks; or where such reserves 
are not carried forward, the adequacy of reinsurance 
of those risks; and whether or not any part of a long- 
term business fund has been used directly or in- 
directly for any purpose:for waich it should not have 
been used. 

The auditors are required to state in their report 


whether or not Ge certificates have been properly 


ar 
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prepared in accordance with the new regulations, and 
whether or not in their opinion, and according to the 


` information and explanations they have received, d was 


reasonable for the persons giving the certificates to have 


arrived at the opinions therein stated. The italicized 


passage bids fair to extend auditors’ responsibilities 
beyond those traditionally accepted into realms of 
specialist knowledge, and the views of the professional 
accountancy bodies on this point will be awaited with 
interest. A companion statutory instrument, the 
Insurance Companies Act 1958 (section 4) (Appointed 
Day) Order (1968 No. 1409) extends the new regula- 
tions to those companies which until 1967 were not 
subject to the 1958 Act. 

The insurance industry in general has received the 
new regulations with muted approval, recognizing that 
whilst they will help the Board of Trade to detect 
quickly any company operating on unsound lines, they 
will also add to insurance companies’ administrative 
costs: It is pointed out that none of the companies 
which failed in 1966 and 1967 were members of the 
British Insurance Association. 

The corresponding requirements for Lloyd’s under- 
writers (S.I. 1950 No. 533) remain for the. present 
unchanged, but the Board of Trade has stated that a 
review of these is abcut to be undertaken. 


Friendly Societies’ Accounts 


HE new Friendly and Industrial and Provident 

Societies Act 1968 effectually extends to friendly 
societies, and industrial and provident societies, the 
provisions of the Companies Acts 1948 and 1967 as 
affecting the keeping of proper books of account; the 
qualification, appointment and replacement of. auditors: 
the right of auditors to attend and be heard at general 
meetings; and the submission of group accounts. For 
this last-named purpose, a society is defined by section 
15 (5) of the Act as the subsidiary of another if such 
other society either (c) is a member of it and controls 
the composition of its committee, or (b) can exercise 
a majority of the vcting rights under that society’s 
rules. There are similar provisions in respect of a 
company which is the subsidiary of an industrial and 
provident society. 

In place of the familiar phrase ‘correct, duly vouched 
and in accordance with law’, auditors are now re- 
quired to report whether the accounts and balance 
sheet comply with the requirements of the present Act 
and of the Act under which the society is registered 
and whether in their opinion the revenue account and 
balance sheet.give a true and fair view respectively of 
the income and expenditure of the society and the 
state of its affairs. 

A society (other than a collecting society) whose 


aggregate receipts and payments for the preceding 


year of account did oct exceed £5,000, and the number 
of whose members at the end of that year did not 
exceed 500, and whose total assets at that date did not 
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exceed £5,000 is defined as ‘an exempt society’ for tk > 
current year of account, and may at its option appoint 
not less than two other persons in place of a qualified 
auditor to examine its accounts for that year. This 
exemption is effective for only one year at a time, and 
is subject in any event to any overriding direction by 
the registrar. In relation to any particular society, a 
person not otherwise qualified may act as auditor if 
he was an ‘approved auditor’ under the previous 
legislation and has continuously audited the accounts 
of that society for all years of account from that next 
preceding the passing of the Act. 

The audit clauses of the earlier Acts relating to these 
societies are repealed — including section 20 of the 
Industrial Assurance and Friendly Societies Act 1948, 
which introduced the designation of ‘approved auditor’. 
Presumably therefore the ethical point made on page 
380 of The Accountant for September 21st, 1968, will 
no longer apply. The Chief Registrar’s office is also 
relieved of its obligation to prepare and circulate 
model forms of account for the use of societies. 


Advantages of Job Evaluation 


HAT wage structures at plant, industry and 

national levels should be revised every three years 
are among recommendations set out in a useful and 
detailed report on job evaluation by the National 
Board for Prices and Incomes (No. 83, HMSO, price 
5s 6d) published last week. 


Job evaluation, states the report, means the com- 
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parison of jobs — either as a whole or in terms of a number 
of their characteristics — the ranking of those jobs in 
order of their difficulty and importance, and the attach- 
ment of pay either to the individual jobs or to the 
grades into which they are allotted. It is, declares 
the Board, a valuable tool for management for 
rationalizing pay structures and its use should be 
encouraged, 

The Board found in its inquiries into job evaluation 
that at present such a system was mainly used by large- 
scale organizations. The percentage of employees 
covered by job evaluation in establishments with more 
than 5,000 employees is nearly 40 per cent, but in 
those with fewer than 500 the coverage is only 
6 per cent. 

Job evaluation, it was found, is applied most widely 
to the managerial occupational group, where 30 per cent 
of the group is covered, followed by staff (27 per cent) 
and non-craft manual employees (26 per cent). The 
smallest coverage is of craftsmen — only 11 per cent. 
Industries which make the least use of job evaluation, 
says the report, are those where job relationships 
seem deeply rooted in tradition and craftsmen are 
numerous. 

The Board maintains that job evaluation schemes 
yield valuable advantages to management and both 
unions and workers. Management obtains the direct ad- 
vantage of greater order in its pay arrangements, and the 
indirect advantage of having to look at its pay problems 
in a more disciplined way. The direct gain it offers to 
unions would be a reduced sense of inequity and 
irrationality in pay matters, as well as the indirect 





Ministers honoured at Irish Institute’s Dinner. The President and members of the Council of The Institute of Chartered 
Accountants in Ireland gave a dinner party in Belfast recently to honour two members of the Institute who have risen to important 
Ministerial positions in their respective governments. They are Mr H. V. Kirk, F.C.A., Minister of Finance for Northern Ireland (/eft 


of picture), and Mr C. J. Haughey, B.Comm., B.L., T.D., F.C.A., Minister of Finance for the Republic of Ireland and formerly Minister 


for Agriculture (right of picture). They are seated on either side of the President of the Institute, Mr T. D. Lorimer, F.C.A. 
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advantage of participating workers benefiting in 
three ways. First, there would be an extension of the 


` joint regylation of workplace conditions. Secondly, a 
job-evaluated structure requires management decision 
to be taken within an agreed framework and, thirdly, it 


helps to ensure that the hierarchy of skills and responsi- 
bilities is recognized, and that increases in skill and 
responsibility are identified and rewarded. 

After discussing how a company should introduce a 
job evaluation scheme, the Board deals with various 
pressures which may distort its shape and operation. 
Such pressures are likely to be greatest during the 
initial settling down period when there may be 
attempts to revert to previous bargaining methods 
whereby one section gained a pay lead and others 
followed. There are often likely to be pressures from 
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managers and supervisors, since a job-evaluated pay 
structure reduces their freedom of discretion. 

The difficulties recognized, the Board recommends 
that a senior manager should be responsible for pay 
administration, policies and procedures, and for ensur- 
ing that they are known throughout the organization. 
Furthermore, schemes and pay structures should be 
‘audited’ at intervals of not more than three years. 
Matters of particular importance for audit listed by 
the Board include: current base rates and earnings 
against grades; consideration to the percentage distri- 
bution of employees between grades and the reasons 
for any change, and an examination of the current 
relationship between the relationships derived from 
job evaluation and those implied by other pay com- 
ponents. 





This ts My Life 


by An Industrious Accountant 


| WAS sipping a quiet beer in the local bar when I 
observed a man at the far end staring at me — a hard- 
eyed, brooding sort of stare. His face didn’t register for 
a minute. I have a shockingly bad memory for faces, 
sometimes to my acute embarrassment, but he seemed 
vaguely familiar. As a safety measure, therefore, a 
genial nod seemed appropriate until further notice. 

At almost the same moment I identified him, though 
it was over 20 years since we had met. He was Charles, 
of ill-fated memory. 

In the 1940s he had somehow been imperceptibly 
absorbed into our little group, in those bitter war- 
strained days when life was bleak and carpe diem 
was the flippant motto. People usually came and 
went too fast to make much impact, but Charles had 
registered unmistakeably. 

He was then accountant to a medium-sized vehicle- 
parts factory about a dozen miles away, and his arrival 
livened up our rather prosaic group astonishingly. He 
joined our poker school (where he lost with endearing 
frequency), our dancing sessions (where he was never 
off the floor), and our parties (of which he was soon the 
life and soul, raconteur, baritone and inspiration). 

He could find a packet of cigarettes or a gallon of 
petrol where nobody else had a hope, and he was 
generosity itself. When Betty, our favourite telephonist, 
announced her starry-eyed engagement to a Canadian 
pilot after only six days’ acquaintanceship, who but 
Charles could arrive with two bottles of champagne and 
an envelope bulging with clothes coupons to celebrate? 


Then came a couple of weeks when he wasn’t to be 
found and his company had no comment to make to 
phone inquiries. There were nasty rumours of embezzle- 
ment and finally came news of his arrest. 

I wrote to Charles a couple of times with assurances 
of our confidence and belief, but he didn’t answer. 
The subsequent evidence was devastating. Systematic 
pilfering over nearly a year; no defence, no excuse; 
just the blind reckless mood of the war years. Probably, 
also, because he’d never had much as a youngster, 
and his resistance had crumpled at the first chance of 
easy money. 

Anyhow, he got three years. We were sick and sore. 
All that gay generosity had been at the expense of his 
firm’s general repairs account. Moreover he had got our 
group a bad name locally; he had let down the profes- 
sion. We didn’t like being deceived by somebody we’d 
trusted. 

Perhaps that underlying resentment was responsible 
for what I did a few years later, when unexpectedly 
I met Charles with two or three elderly people, 
obviously relatives, in a hotel vestibule. A glimpse of a 
thin, tight-lipped face, short greying hair and a startled, 
almost pathetic, look as our eyes met momentarily. . . . 
In the split-second shock I pretended not to recognize 
him. I walked past him without another look. 

Five minutes later, ashamed and conscience-stricken, 
I hurried back in search of him but he was gone. 

Now, all those years afterwards, he was sitting there 
watching me. I went over to greet him. He gave me one 
malevolent glare, downed his drink, and turned away 
briskly, out towards the car-park. The barman said: 
‘Good-evening, Mr Smith’; his name wasn’t Smith 
when I knew him. 

Watching him drive off, self-confident and affluent, 
I felt glad that I wasn’t standing in the way of his big 
sleek juggernaut. 
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Budgetary Control i 


K an age of accelerating technological change, 
products and processes are becoming obsolete with 
increasing rapidity. A five-year old computer is ob- 
solete today. The passing of the steam engine from the 
railways is also an interesting example. Who in the 
1930s would have envisaged the steam engine be- 
corning obsolete? It has been discerded and replaced by 
diesel and electric trains. However, while there have 
been changes in the rolling stock, the concept of rail 
transport is not obsolete. Similarly, while the computer 
hardware of five years ago may be obsolete today, the 
concept of electronic data processing is not. 

In his interesting and thoughtful award-winning 
essay, ‘Budgetary Control is Obsolete’, published in 
The Accountant, of May 18th, 1968, R. D. F. Morris 
stated that ‘today the concept of budgetary control is no 
longer a viable proposition’. He bases his statement on 
the fact that the majority of budgetary control systems 
are attempting to perform two different functions: the 
functions of forward planning and of control. . 


New techniques required 


One accepts that budgetary control systems, as 
developed in the 1930s and those employed in the 
1940s and 1950s, are probably obsolete. As Mr 
Morris suggested, the budgetary control systems 
employed by many companies in Britain today may well 
be antiquated and need discarding. There is perhaps a 
failure to recognize that.a budgetary control system 
suitable for planning purposes is not necessarily 
compatible with the information required for control 
purposes. 

However, if the budgetary control systems operated 
by many concerns are obsolete, this does not mean that 
the concept of budgetary planning and control is also 
obsolete. The need to prepare separate budgets for 
planning and control does not make the concept of 
budgetary control obsolete. Planning is still the basis 
for control. To quote from Professor H. C. Edey’s 
article, “The Principles and Aims of Budgetary Control’, 
in The Accountant of June 3rd, 19€7: 

‘Control cannot properly be separated from planning. 

‘Unless you know where you want to go you cannot say 

how far you have strayed from your path.’ 


. It is the techniques employed by many firms that are 
antiquated. As in the case of the steam engine, the 
techniques at present employed may have to be dis- 
carded and replaced by new improved techniques. 
Some thought is given to the nacure of these new 
techniques in this article. 
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by JOHN SIZER, B.A., A.C.W.A., A.M.B.I.M. 


In his essay Mr Morris stated: 
‘If it is impossible to perform the two functions of 


control and planning using the same set of figures, it is 
necessary to have two sets.’ 


Why do we need separate budgets for planning and 
control? In the literature of budgetary control much’ 
stress is laid on the need to ensure that individual 
budgets are mutually consistent, in both physical and 
monetary terms. But an important question is: Are they 
consistent with the attainment of the economic objec- 
tive of the firm as a whole? 

If one small part of an organization is looked at and 
the optimum form of operation for that part found, 
then whilst this is truly optimum for that part in 
isolation, it is not necessarily optimum for the organi- 
zation as a whole. 

Indeed, acceptance of the dpparently optimal 
solution for one part, i.e. a suboptimal solution, may 
force other parts of the organization to adopt policies 
that lead to the overall solution being far from ideal. It 
is recognized in team games that an outstanding team 
is rarely a team of brilliant individualists. Suboptimiz- 
ing the parts does not necessarily optimize the whole. 

The problem is how to subdivide the set of opera- 
tions which make up the firm into proper subsets (cost 
centres or profit centres) in such a manner that each 
subset can be treated as if it were a closed system, and 
every suboptimizing action for each subset will be 
optimal for the firm as a whole. Thus, the problem is to 
divide the firm in such a way that, by suboptimizing 
the parts, the whole is also optimized. Efforts to 
maximize profits (or minimize costs) within each cost 
centre or profit centre should add up to maximum 
profits for the firm as a whole. Like perfect goal 
congruence, which is discussed later in this article, ` 
optimization of the whole and suboptimization of the 
parts is rarely achieved. 


? 


Different objectives 
The view that most accountants, including the 
present writer, have been brought up on is that the 
budgets need to be fitted to the organization framework 
of the concern, so that judgements on past performance 
match areas of individual responsibility; budgets being 
established which set cut, in financial terms, the 
responsibilities of executives in relation to the require- 
ments of the overall policy of the firm. 

However, it may well bs that if the object of budget- 
ary planning is to assist the management to maximize 
the profits of the firm by optimizing the parts, the 


Ki 
ACCOUNTANT 


THE 
444 


boundaries of budgetary subdivision for planning 
purposes should not conform to the organization 
structure. While planning is the basis for control, 
budgets for planning purposes may be required to be 
classified in a different way from those for control 
purposes. 

. The managerial economist would argue that step-by- 
step maximization of performance will only in special 
circumstances yield overall maximization. Similarly, 
the operational researcher looks across departments 
and boundaries at systems. In tackling the problem, 
the: operational researcher must first define the area 
of operations for which the optimum solution is re- 
quired. 

If the objective of budgetary planning and control is 
to optimize the profits of the firm, it 1s permissible to 
question whether the various attempts at sub- 
optimization, for example, of stocks are economically 
consistent with the overall budgetary objective. Does 
the budgetary planning and control system, as tradi- 
tionally conceived, take account of all eceZomic inter- 
relationships between the parts of the financial/ 
economic system? 

For example, the objective of stock control is, 
broadly speaking, to reduce the total level of stocks held 
within the firm to a minimum consistent with the 
overall objectives of the firm. However, various 
executives will see suboptimization of stocks in 
different ways. Their personal and departmental 
objectives may be in conflict with those of the company 
and with each others. 

The production controller may always want to 
maintain stocks of raw materials and component parts 
as high as possible, so that production is not delayed at 
any time through lack of raw material or components. 
His interest in stocks of finished goods is probably 
limited. The sales manager always wants to be able to 
meet customers’ requirements promptly. He will 
probably press for as high a level of finished goods 
stock as possible. The management accountant will be 
conscious that all stocks tie up money in working capital. 
Clearly, the three executives will have different aims 
and objectives when examining the budget for stocks, 
and it is this kind of conflict which has to be resolved in 
attempting to formulate a suboptimal solution which 
is consistent with optimizing the whole. 


Planning budgets 


How then are budgets established, and what do they 
represent? Do they reflect management's best estimate 
of what is needed if profits are to be maximized, thai is, 
do they attempt to optimize the whole? Are they 
merely attainable targets fixed for control purposes? 
Usually, one set of budgets serves as both plans and 
controls as Mr Morris pointed out. However, a good 
plan does not yield a good control and, likewise, a 
budget which reflects attainable standards will pro- 
bably not result in a good plan, that is, one that is 
designed to optimize the whole. , 
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How, then, should budgets be established for control 
purposes in order to echieve, as far as it is possible, the 
objectives of the firm as opposed to those of individuals 
and depertments? It would appear that one set of 
budgets cannot combine successfully both roles, 1.e. 
planning and control It would seem that the budgets 
for planning must be established first. ` 

These blanning budgets would not necessarily conform 
with the organization structure but look across de- 
partments and boundaries at systems. They would not 
necessarily be prepared by a single executive and co- 
ordinated by a budget officer. They may well be pre- 
pared by a planning team with an econometric or 
operational research bias. A systems analyst would 
probably be required as such a team would certainly 
make extensive use of the computer. 

Econometrics is concerned with obtaining quan- 
titative information about economic systems and the 
firm is a financial/economic system. The development 
of econometrics is changing economics from a largely 
qualitative to a quantitative science and in the process 
replacing the hypothetical diagrams of economics text- 
books with real-life statistical functions, applicable to 
actual economies in current problem situations. 

To date, the work of econometricians on the be- 
haviour of firms has been fragmentary and piecemeal, 
concentrating upon particular issues. However, there 
is a growing interest by econometricians in the be- 
haviour-of firms. Studies have been made and work is 
currently being undertaken on research and develop- 
ment decisions, production decisions, investment 
decisions, and financing and dividend decisions, see, 
for example, A. S. Jackson, G. G. Stephenson and 
E. C. ‘Townsend, ‘Financial Planning with a Corporate 
Financial Model’, The Accountant January 27th, 
February 3rd, roth, ryth, 1968. 

The most sophisticated pieces of operational research 
are stil, partial mocels concentrating on some particular 
aspect of a firm’s activities. However, there is no doubt 
in the writer’s mind that the development of highly 
sophisticated computer-based models for the firm as a 
whole is not simply a pipe dream. Planning budgets 
should flow from these models. These planning budgets 
should contain the optimal allocation of resources 
necessary to achieve the firm’s short-term objectives.* 


Control budgets 


The planning budgets flowing from the computer- 
based models will be translated into operating or control 
budgets with responsibilities clearly defined by 
individuals and agreed with the responsible executives. 
The level of attainment may vary between budgets, 





1 For example, see K. T. Knowles, R. M. Tagg, and P. N. 
Thompson, ‘A Heuristic Free-search Method of Selecting Face 
Schedules at a Colliery’, Operational Research Quarterly, Vol. 13, 
No. 2; and R. J. Townsend, ‘Linear Programming in Management 
Accounting’, The Accountant, September 23rd, 1967. 

* For detailed bibliography see: Y. Ijiri, J. C. Kinard, and F. B. 
Putney, ‘An Integrated Evaluation System for Budget Fore- 
casting and Operating Performance with a Classified Budgeting 
Bibliozraphy’, Journal of Accounting Research, Spring 1968. 
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some may have to be tighter than others. This would 
be necessary in order to try to ensure that. every 
optimizing action by an individual responsible for ‘a 
control budget would be an optimal action for the firm 
as a whole. In preparing these control budgets the 
motivational influences of the different levels of 
attainment would have-to be taken into account. 

In the standard texts on bucgetary control it is 
invariably argued that it is important that responsibility 
for the preparation of budgets should res: squarely on 
those individuals responsible for their echievement. 
Considerable frustration will be generated if a depart- 
mental manager has laid before him certain objectives 
to be accomplished when he is not :n sympathy 
with the programme and has not had an opportunity 
to participate in its development. 

This view was recently suppcrted by J.-O’Neill, 
Finance Director of Ford of Britain end Ford of 
Europe, as quoted by Robert Heller in “Ford Motors’ 
Managing Machine’ in the February issue of Manage- 
ment Today. He stresses that: cn 


Ki 


‘our experience has been that when we have (ie — to) 


enforce centrally developed objectives on operating 
managers, it has been difficult to get these managers to 
accept responsibility for performance against these 
criteria’. 


bw 
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Two questions 

This procedure of individuals participating Lu the 
establishment of their own budgets gives rise to two 
questions, first posed by Professor J. R. Small in 


‘Developments in Management Accounting’, in the . 


Certified Accountants Journal for November 1956: 


(a) Does the level of attainment incorporated in the - 


budget influence the motivation of those wha are 
responsible for its achievement? 


(b) Does the method of determining levels of at- 
tainment also affect motivation and’ consequently 
the usefulness of the system? ! 


The essential nature of control involves not so much 
the correcting of past ‘mistakes as the directing of 
current and future activities in such a manner as to 
assure the realization of management plans. Therefore 
the management control process consists, in part, of 
inducing people in an organization to do certain things 
and to refrain from doing others. = 

The operating or control budgets should induce 
people to achieve the objectives set out in the planning 
budgets. The control technique may influezce both the 
strength and direction of employee motivation. In 
particular, the level of attainment incorporated into the 
control budgets may influence the motivation’ of 
individuals responsible for the preparation and 
achievement of these budgets. 

An individual normally acts according to what he 
perceives to be his own interests. The budgeting pro- 
cedure should be designed so that the actions of 
individuals, which are in part determined by their own 


perceived interests, are also actiéns that are in accord- 
' 5 H 
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ance with the best interests of the company. The level 
of attsiment incorporated in the control budgets 


should induce people to achieve the objectives set out 


in the **~2ing budgets. 

It is unlikely that perfect congruence between 
individual and organization objectives can be achieved, 
but the budgeting procedure should be designed to 
minimize the differences between individual and 
company cbjectives, and between departmental and 
company objectives. It should not encourage the 
individual to act against the best interests of the com- 
pany. | l 

As Mr Morris has pointed out, empirical research 
by Chris Argyris, Selwyn Becker and David Green, 
Rensis Lickert and others, has shown that there are 
many unintended behavioural consequences of present 
accounting systems, and these unintended con- 
sequences decrease rationality and efficiency." 

Traditionally, the level of attainment incorporated 
into budgets‘is an attainable standard, however this 
may be defined. It is important that two separate 
questióņs ate answered regarding this level of at- 
tainment in any budgeting system: , 

(a) What will it motivate people to do in their own 

personal interests? 


(b) Is th’ action in the best interests of the company? - 


The answer to question (a) will depend both upon 
the nidividual and his position in the organization. 
Clearly, many management accountants will not be 
able fully to arswer these questions and will have to 
seek the advice of a behavioural scientist. However, 
these are important questions that. are frequently 
ignored by management accountants and in British 
accounting literature. Budgetary control involves- 
people and, therefore, it is important when establishing 
control budgets that the influence of the system 0 on the 
motivation of individuals is examined. 


Conclusion 


While the writer finds himself in agreement with a 


large part of Mr Morris’s essay, it is not accepted that 
the concept of budgetary control is no longer a viable 
one. If the concept underlying budgetary control is that - 
planning is the basis for control then it is still a viable 
one. It is the techniques employed in the budgetary 
control systems operated by many concerns today that 
are obsolete. They frequently fail to recognize that 
separate budgets are required for planning the optimal 
allocation of resources and for controlling the actions 
of individuals to assure the realization of management 
plans. 

Any business is a complex of inter- locking sets of 
‘systems’. In addition to the economic/financial system 
there are the human/organizational and technical ` 


3 For a useful summary of some of the empirical research which 
describes the dysfunctional behavioural results of accounting and 


_Aneasurement systems, see: L. S. Rosen and R. E. Schneck, ‘Some 


Behavioural Consequences of Accounting Measurement Systems’ e 
Cost and Mancgement, October 1967. i 
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systems. With the rapid introduction of computers 
these subsystems are being integrated into unified 
computer-based management information systems. 
The budgetary control subsystem should: be incor- 
porated into the computer-based management infor- 
mation: system. To quote an American professor of 
electronic data processing: 


‘If the thesis of a total information system *s accepted 
then, clearly, the accounting system can be no more than 
a subset of the total system. It must be redesigned so that 
it will react and interact with all other subsets in the 
system in order to permit the effective operation of the 
total system.’. Leonard W. Hein, “The Management 
Accountant and the Integrated Information System’, 
Management Accounting (USA), June 1968. 


Planning budgets should flow from the computer- 
based models of the financial/economic and technical 
systems. The planning budgets will be translated into 
operating or control budgets wh:ch take account of the 
human/organizational systems. The co budgets 
should recognize that management is å human process 
and it is people that should be controlled, and it is 
important that the motivational influence of the 
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budgeting system on individuals be examined. 
Budgetary control is not obsolete; it should be going 


‘through a period of rapid technological change. It 


should always be remembered that budgeting is a 
management function and not simply an accounting 
exercise. In developing new budgetary planning and 
control techniques, the management accountant must 
be able to work with the behavioural scientist, the 
econometrician, the operational research worker, the 
svstems analyst, and other specialists in the manage- 
ment team. 

Whether management accountants are prepared to 
accept change or-not, there seems little doubt that 
budgetary planning and control will in the near future 
involve the extensive use of mathematical techniques, 
statistics and economics, allied with an understanding 
of the behavioural consequences of planning and 
control systems. 

All this implies that a management accountant, in 
addition to his specialized training in accounting and 
financial management, must have a fairly thorough 

understanding of basic subjects like mathematics, 
statistics, economics and psychology. 


When the Posts were 6d 


by R. ROBERT, A.C.LS. 


HERE was a time, some two hundred years ago, 


when the right to carry letters was farmed out by 


the Government to the highest bidder. We may 
conveniently-take for a starting point the year 1644 
when Edmund Prideaux was granted a monopoly of 
the posts in consideration of a rent of {£5,000 a year. 

This was at a time when, for various reasons, 
a great increase in letter-writing was taking place. 
Nevertheless, £5,000 was a considerable sum of money 
in those days and Postmaster Prideaux, to make sure of 
good profit, charged the maximum permissible rate 
for delivering a letter — 6d. 3 

There is reason to believe that things went well with 
-him and that he prospered. Monopoly privileges, 
however, were as unpopular in the- seventeenth 
century as they are today and it was not long before 
Prideaux was being challenged. A joint-stock company 
promoter named Oxenbridge set up a rival organiza- 
tion in 1651 with the avowed object of reducing the 
rate by one-half, i.e. from 6d to 3d, at the same time 
offering more frequent deliveries. 

Prideaux was naturally indignant at the infringe- 
ment of his monopoly by these “Undertakers for 
Reducing the Postage of Letters to Half their Former 
Rates’, as they called themselves, but because of the 
Government’s indifference he was unable to obtain 
redress. He therefore attempted to take justice into his 
own hands by seizing the company’s mailbags and 
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destroying their contents. This declaration of war was 
immediately taken up by the other side and free fights 
took place between the rival post boys. 

_ In tke end the ‘pirates’ won at least a moral victory, 
for Prideaux was obliged to reduce his charge to 3d. 
By doing so he effectively took the wind out of the sails 
of his opponents, who, nevertheless, strove hard to 
keep their service going. Later another, and much 
tougher, ‘farmer’ took over the posts — at {10,000 a 
year. This was a man of some military prowess — 
a Captain Marley — who, with the Government solidly 


- behind him, issued an ultimatum to SS joint-stock 


interlopers. 


Resolute steps 


They were required to wind up their business in 
which considerable capital had been sunk and hand 
over all letters in their possession. As they refused to 
comply with these demands, Manley took resolute 
steps to suppress them and their activities. Gathering 
together a detachment of Post Office employees, he 
proviced them with arms and put them through a 
stiff training course. When the required degree of 
efficiency hac been reached, he launched a surprise 
attack on the ‘undertakers’. 

Their headquarters were raided and wrecked; their 
books of account were impounded and the ‘clerks 
expelled from their offices into the London streets. 
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The nerve centre was paralysed; and then, hearing 
that Oxenbridge and other principals were et that very 
moment holding a meeting, Menley marched his 


troop to Wood Street and laid siege to a house, the., 
residence of a shareholder. Here Manley’s men made" 


a great haul of letters and the defenders, outnumbered 
and outwitted, were put to headlong flight. Only a few 
stalwarts, of indomitable courage, rernained to bar- 
ricade themselves in a room at the top of the house. 
Eventually they, too, were obliged to surrender. 

There we leave this rather sticring phase of Post 
Office history to consider a second, and more serious, 
challenge to authority. The position wes by then 
greatly changed, for two Acts of Parliament — passed 
in 1657 and 1660 — had brought the ‘Post Office of 
England’ into being with a Controller in charge of the 
network of posts across the country. . 

For many reasons, however, the new Post Office 
failed to live up to expectations and was by no means 
the progressive enterprise it should have been. 
It was at this point, in 1680, that William Dockwra 
appeared upon the scene with a proposal that 
seemed as startling as it was irresponsible (though it 
had, indeed, been suggested befcre), namely, a post 
that would deliver a letter for rd! 


City’s Penny Post 


Dockwra, a London merchant, had noted the utter 
inadequacy of the official services in at least the City 
area. Growing yearly in importance as a commercial 
centre, London had, indeed, cause for complaint, for 
up to April rst, 1680, it was only at one place — the 
General Post Office in Lombard Street — that letters 
could be posted. There were no letter-baxes and no 
sub-post offices such as exist todzy. 

Capital for a ‘Metropolitan Penny Post’ was raised 


by Dockwra through a joint-stock campany and. 


receiving depots were opened to the public on Lady 
Day, 1680, the terms being simple and attractive. 
For the sum of 1d a letter would Ee delivered anywhere 
within the ‘Bills of Mortality’, which roughly cor- 
responded to the City’s ‘Square Mile’. Frequent 
deliveries were promised and twelve a day actually 
achieved. Parcels as well as letters were carried, 
provided they did not exceed 1 Ib. in weight or fro 
in value. The charge of 1d was inclusive of insurance, 
for Dockwra — somewhat rashly as it proved — under- 
took to pay compensation for letzers or parcels lost in 
transit. 

Auspicious in its beginnings the first Penny Post un- 
doubtedly was, for it provided a service that the great 
corporations, such as the East India Company, had 
been demanding, and the private citizens dreaming of, 
for years. Unfortunately, Dockwra soon found himself 
involved in a tangle of troubles, not the least of which 
was the fact that few London houses were then 
numbered, with the result that the rounds took far 
longer than had been expected and many- packets were 
delivered to the wrong addresses. 
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This pa-ticular trouble would, no doubt, have been 
overcome: as the postmen became familiar with their 
districts. Dockwra, however, was faced with heavy 
opposition,“rom the army of messengers on which the 
City had’sormerly relied. These men, who had seen 
their livelihoods go, were naturally aggrieved. Roaming 
the City in militant bands, they made as big a nuisance 
of themselves as they possibly could, attacking 
Dockwra’s employees, tearing down his notices and 
removing signs from the receiving and sorting offices, 


_of which there were 500. 


The greatest blow, however, was the springing into 
action of the official Post Office, holding — under Act 
of Parliament — the sole right to accept and deliver 
letters. A protest was lodged and legal proceedings 
were commenced to bring Dockwra’s activities to an 
end. This caused his fellow-directors to take fright 
and they withdrew their support, leaving him, in 
1681, to defend the first of the lawsuits alone. 

The decision was inevitably in favour of the Post 
Office and the company’s position became untenable. 
It was wound up but in circumstances a little obscure. 
Dockwra almost immediately afterwards began again, 
working with renewed energy and zeal to make the 
Penny Post more efficient. Much trouble was taken 
by him to speed up the deliveries and users were 
actually asked to complain in cases of undue delay. 
He introduced, for the first time, stamps for impressing 
a postmark on the letters. 

That the City of London supported Dockwra is 
beyond doubt, for the merchants were entrusting to 
his care many thousands of notices and prospectuses. 
Then once again, in the autumn of 1682, the Post 
Office struck, charging Dockwra with infringing its 
rights and claiming not only exemplary damages but 
sequestration of his current receipts. 

His defence was reasonably argued: where the 
Postmaster failed to inaugurate a service, as he had 
failed to do in the City, then others were entitled to do 
so. Though the judge had to enforce the law and ruled 
in favour of the Post Office, he refused to award the 
damages asked for, imposing only a nominal fine. 

Defeated in his enterprise, Dockwra was yet the 
instrument of progress for on November 27th, 1682, 
the General Post Office announced that it was prepared 
to carry letters, within the City, for a 1d. Dockwra’s 
organization seems to have been taken over in its 
enti ty and he himself, in 1690, was granted a pension 
of . ,vo for ten years. Later he was even appointed 
Cor troller of the Penny Post, but though he had 
pro ed himself a successful entrepreneur he made but 
an ndifferent Civil Servant and a staff rebellion forced 
hin: to retire. 


Rowland Hill 


The City of London, as we have seen, enjoyed the 
advantages of a 1d post as far back as 1680. Sixty 
years later, when the railways were revolutionizing 
transport, another pioneer — Rowland Hill, who later 
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became secretary of the Post Office — proposed that the 
system whereby postage was charged according to 
distance, weight, and contents should be superseded 
by something far simpler, i.e. a flat-rate Id post covering 
the entire country. 

This was, in fact, instituted in 1840 when the 
famous “penny black’ and ‘twopenny blue’ adhesive 
stamps were issued. Hill’s reforms were widely 
welcomed and proved a huge success. The high-water 
mark was reached in 1897 ae the raising of the weight- 
limit to 4 oz. for 1d! 

Not until the First World War broke cut in 1914 
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did the first increase take place — to 14d. Post-war 
inflationary trends forced the charge up again in 1920 


to 2d; but two years later the 14d rate was restored and 


held for the whole of the inter-war period. After the 
start of the Second World War, in 1940, the Post- 
master fixed 23d as the cost of posting a letter. In 1957 
he raised his demands to 3d, in 1965 to 4d, and now, 
under the two-tier system to sd — for letters classified 
as ‘first class’. 

Who can but doubt that it may not be long before the 
swingeing 6d post, imposed by Prideaux in 1644, is 
back with us again? 


Taxing Expatriated Income 


Liabilities of United Kingdom Individuals 


by H. S. A. MACNAIR, F.C.A. 


HE preamble to section 412 of the Income Tax Act 

1952 states that it is enacted for the Durpose of 
preventing the avoidance by individuals ordinarily 
resident in the UK of liability to income tax by means 
of transfers of assets by virtue or in consequence 
whereof, either alone or in conjunction with associated 
operations, income becomes payable to persons resident 
or domiciled out of the UK. 

Judicial comment has been that the section is a penal 
one and its consequences, whatever they may be, are 
intended to be an effective deterrent which will put a 
stop to practices which the Legislature considers to be 
against the public interest (Lord Howard de Walden v. 
CIR (20 ATC 327; 25 TC 121)). Lord Greene, 
M.R., went on to observe that 

‘it would not shock us in the least to find that the Legis- 

lature has determined to put an end to the struggle by 

imposing the severest of penalties. It scarcely lies in the 
mouth of the taxpayer who plays with fire to complain 
of burnt fingers.’ 


The latter phrase has been much quoted although its 
severity would seem to reflect the wartime circum- 
stances when the judgment was given. 

Furthermore, it should be understood that the terms 
of the preamble serve only as an aid to interpretation 
of any doubtful passages and cannot qualify or cut 
down the operative words of the section in the absence 
of doubt (see the dicta quoted in Odgers on Construc- 
tion of Deeds and Statutes). 


Residence and domicile abroad 

The basic subject-matter of section 412 is any income 
of a person resident or domiciled out of the UK which, 
if it were income of the individual in question received 


by him in the UK, would be chargeable to income tax 
by deduction or otherwise. For this purpose, any body 
corporate incorporated outside the UK is to be treated 
as if it were resident out of the UK whether it is so 
resident or not. Hence any income of a company 
incorporated akroad is potentially vulnerable if it is 
domiciled outside the UK. 

In Gasque vt. CIR (19 ATC 201; 23 TC 210), 
Macnaghten, J., quoted with approval a dictum that 
a corporation kas its domicile in the jurisdiction of 
the State which created it, and as a consequence has 
no domicile anywhere else. It appears that this is 
a domicile of origin which cannot be displaced by a 
domicile of choice (per Lawrence, L.J., in Todd v. The 
Egyptian Delta Land © Investment Co Lid (7 ATC 
355; 14 TC 119). 

The phrase “income of a person resident or domiciled 
out of the United Kingdom’ is given an extended 
meaning where that person is one to whom income of 
a UK close campany has been apportioned under 
section 78 of the Finance Act 1965 for any year or 
period. The latter section permits apportionment of the 
assessed shortfail in the case of a trading company or 
up to the amount of the required standard in the case 
of an investmen: company (notwithstanding that there 
has been no shortfall in distributions) augmented by 
covenanted paymerts to charity or other annual 
payments which would not be an admissible deduction 
in computing the total income of an individual for 
surtax purposes. For an investment company the 
Revenue’s powers are discretionary and the making 
of such reduction, if any, as may be just is enjoined as 
respects distributions made for the period to persons 
other than participators and their associates. 
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Consequences of apportionment 

Section 78 applies, with modifications, the rules, or 
surtax directions formerly set out in section 249 of the 
Income Tax Act 1952. These have the effect of deeming 
the amount apportioned (or sub-apportioned through 
a chain of any length) to represent income for surtax 
purposes on the part of the participator subject to 
abatement only for subsequent excess distributions. 
The rule in section 412 which permits an amount 
apportioned to an overseas company to be assimilated 
to ordinary income appears to reinforce considerably 
the practical ability of the Inland Revenue to come to 
grips with the ultimate interests in a close company. 

It is the individual resident in the UK who is the 
target, so that the essential link is that he should have 
acquired any rights on the streng-h of which he has, in 
the jargon of the section, ‘power. to enjoy’ the overseas 
income, whether forthwith or om. the future — these 
latter being the most far-reaching words. The medium 
of that acquisition is important. There must have been 
a transfer of assets, either alone or in conjunction with 
associated operations. 

The draftsman who expanded the meaning of the 
phrase ‘power to enjoy’ ended a little lamely by in- 
cluding the case where the individual is able in any 
manner whatsoever, and whether directly or indirectly, 
to control the application of the income. He was in 
more poetic vein when referring to income in fact so 
dealt with by any person as to be calculated, at some 
point of time, and whether in the form of income or 
not, to enure for the benefit of the individual. 

A further flight of fancy catches the case where an 
individual receives, or is entitled to receive, at any time, 
any benefit provided or to be provided out of the 
income or out of moneys which are or will be available 
for the purpose by reason of the effect or successive 
effects of the ‘associated operations’ on the income, 
and on any assets which directly or indirectly represent 
it. Also caught is the case where the individual has 
power, by means of the exercise of any power of 
appointment or revocation or otherwise, to obtain for 
himself, whether with or without the consent of any 
other person, the beneficial enjoyment of the inceme, or 
where he may, in the event of the exercise of any power 
vested in any other person, become entitled to the 
beneficial enjoyment of the income. 

The term ‘benefit’ includes a payment of anv kind. 
The section might be more intelligible if this kind of 
circumlocution were avoided since to most ears ‘benefit’ 
implies, if not something for nothing, at least some- 
thing more than an exchange for full value. In Beatty’s 
Executors v. CIR (19 ATC 419; 23 TC 574) there 
was a transfer to a Canadian company of assets in 
exchange for the right to receive ncen-interest bearing 
debentures which were redeemable at par over a 
period of years. The flight of fancy mentioned above 
struck home because the debentures were secured upon 
income as well as capital, so that the debenture- 
holder was ‘entitled’ to receive a payment out of 
income. 
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However; it is perhaps with another shaft that the 


- draftsman most often secures his quarry in this context. 


The phrase used is one which deems an individual 
ordinarily resident in the UK to have power to enjoy 
income of a person resident or domiciled out of the UK 
if the receipt or accrual of the income operates to 
increase the value to the individual of any assets held 
by him or for his benefit. It may be observed here that 
all references to income are to apply, in the case of 
gains accruing from the acquisition and disposal of 
assets chargeable under Case VII of Schedule D, as 
they would apply if the gains were profits from a trade 
of dealing in the assets. Any such gains are to be treated 
as payable in the first instance to the person to whom 


they accrue (Schedule ro to the Finance Act 1962). 


In Lord Howard de Walden v. CIR (20 ATC 327; 
25 TC 121) Lord Greene paraphrased the enhance- 
ment clause (now section 412 (5) (6)) and commented: 

‘it seems to us hopeless to suggest that as a matter of 

language d à income which is deemed to be the income 

of the tax} yer is to be confined to such part of the 

income as; »resents the increased value of the assets’. 
Another Dot. to notice is that the term ‘assets’ includes 
property or rights of any kind, and ‘transfer’ in relation - 
to rights includes the creation of those rights. 

Another dictum worth noting in relation to the phrase 
‘power to enjoy’ occurs in relation to the power to’ 


control the application of the overseas income — the, 


final barb of the fivefold flight of ‘deeming’ in this 
context. In Lee v. CIR (20 ATC 213; 24 TC 207), 
Macnaghten, J., commented that although it is true 
that directors are the persons who directly control the 
application of the company’s income, a principal 
shareholder who has power to make and unmake the 
directors may fairly be said to be able by the use of 
that power to control the application of the income. 


Transfer of assets 


Reference has been made above to the need for a 
transfer of assets on the part of the individual at risk 
before the legislation brings home to roost the income 
generated by his schemes. Indeed, the section does not 
bite at all if the individual shows in writing or otherwise 
to the satisfaction of the Board of Inland Revenue that 
the transfer, and any associated operations, were bona 
fide commercial transactions and were not designed for 
the purpose of avoiding liability to taxation. 
Alternatively, it will suffice to show that the purpose 


‘of avoiding liability to taxation was not the purpose, or 


one of the purposes, for which the transfer or associated 
operations or any of them were effected. One writer 
has described the efficacy of these relieving provisions. 
as debatable in a world where virtually no operation 
can be carried out without tax in mind (D. R. Stanford 
in Tax Planning and the Family Company). 
Nevertheless a possible instance of such relief appears. 
from Herdman v. CIR (46 ATC 264) decided in 
April 1967 by the Court of Appeal in Northern Ireland. 
A UK principal shareholder in a Republic of Ireland 
company transferred sufficient of his majority share- 
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“holding into the names of Bee for his minor children 


‘to divest himself of control — an operation motivated by 
the prospect of saving Republic estate duty and 
facilitating the establishment of a ‘superannuation 
scheme by the Republic company. The Special Com- 
‘missioners made a finding that these objectives were 
outside the scope of the type of avoidance contem- 
plated by. the statute, which they ES D mean only 
UK taxation. | 


l H 

{ 
' "By means of’ ! . 
As indicated at the outset in the preamble to section 
412, it is essential to establish the link between the 
transfer by the UK individual and the payableness of 
the overseas income. In Congreve and Congreve v. CIR 


(27 ATC 102; 30° TC 163), Lord Simonds pro-. 


pounded two questions to which the House of Lords 
joined with him in returning;an affirmative answer: 


Could an individual be said to acquire rights ‘by means 


_ of’ a transfer of assets if effected neither by the indi- 
' vidual nor his agent but by a company of which he 
controls the share capital? Seconcly, whether a transfer 
_of assets to a company which qualifies as a UK com- 
pany at the time of the transfer but thereafter becomes 
an overseas one (at-which time the income from the 
transferred assets fructifies) ranks as a transfer in the 
extended sense of the formula by virtue or in consequence 
_ whereof, either alone or in conjunction with associated 
operations income becomes payable overseas. 

Section 412 (4) states that ‘an associated operation’ 


means, in relation to any transfer, an operation-of any 


kind effected by any person in: ‘relation to any of the 
assets transferred or any assets representing, whether 
directly or indirectly, -any of the assets transferred, or 
to income arising from any such gssets, or to any assets 

representing, whether directly or indirectly, the 
~ accumulations of income arising "rom any such assets. 
By subsection (8) (e) these references include references 
to shares in or obligations of any company to which, 
or obligations of any other person to whom, those 
assets, that income or those accumulations are or have 
been transferred, d 

In Bambridge v. CIR (34 ATC 281; 36 TC 313) 


= it was established. that death: is not an associated. 


operation, although it established that a will is a relevant 
operation, despite the fact that tts implementation is 
dependent both on death and probate. 

` That the process of association has limits, appears 


from Fynn- v. CIR (36 ATC 313; 37 TC 629) where ` 


an interest-free loan was made to an overseas company 
by a transfer to that company’s banking account. ‘The 
` account was overdrawn at the time, being secured by 
transferred assets; but Upjohn, J., declared himself 
unable to see that the making of the further (unsecured) 
loan could be said in any ordinary use of language to 
have any relation to the previously created charge. 

The statute opens up another avenue of attack by 
providing that whether before or after any vulnerable 
transfer, the UK individual receives or is entitled to 
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. t , ` ; 
receive any capital sum the payment whereof is in any 
way connected with the transfer or any associated 
operation, then the related overseas income is caught. 
OF critical importance is the interpretation of the 
expressicn ‘capital sum’ which is stated to mean any 
sum paid by way of loan or repayment of a loan and, 
separately any other sum paid or payable otherwise 
than as income, being a sum which is not paid or pay- 
able for full consideration in money or money’s worth. 
Once azain the legislation is found not to be all- 
embracing for in Ramsden v. CIR (36 ATC 325; 
37 TC 619) it was held that an unpaid balance of 
purchas2 money was not caught. 

It is interesting to observe that the process of treating 
an assortment af persons as ‘connected’ which has 
developed in lazer legislation, has no precedent in 
section 412 which does no more than identify the . 
individual with his or her spouse. However, it is pro- 
vided. that in determining whether an individual has 
power to enjoy income, regard is to be had to the sub- 
stantial result and effect of the transfer and any 
associated operations. 


Premiums cavad by landlord 


If óne may judge from the very few amendat 
subsequently made, section 412 has been. tolerably 
successful in its declared objective of frightening off 
would-be escapers. However, the section has been 
mede to apply, shorn of the relieving provisions in ` 
subsection (3), to the amounts invested with an income 
character by the rules in Chapter IT of Part II of the 
Finance Act 1963 relating to premiums and related 
capital sims receivable by a landlord. 

The general czse is that of a premium obtained on 
the grant of a lease for a period of less than 50 years 
or on the assignment of such a lease granted after 
April 5ta, 1963, at an undervalue (section 23) or on 


the sale of land with a right to reconveyance (section. ` 


24;. There are extensions to situations where the tenant 
carries out works which enhance the landlord’s interest 
(section 22 (2), cr makes a payment in commutation 
of rent (section 22 (3)), or for the variation or wa!ver 
of the terms of a lease (section 23 (4)). However, this 
application of section 412 arises only in relation to 
amounts which would, in the case of a person resident 
in the Republic oz Treland and not resident in the UK, 
be incluced in his income if he were not resident in the 
Republic {section 25 (3) of the Finance Act 1963). 

‘The means to enforce these provisions stems from 
the power to obtain information conferred on the 


‘Inland Revenue by. section 414. It is noteworthy that ` 


special p-otection is given to solicitors and bankers but 
not to accountants who, it seems, would. be regarded , 
as taking part in a transaction in connection with which 
professional advice has been given to a client. Perhaps ` 
it should be inferred that before embarking on schemes 
where scrutiny: is unwelcome, it should be arranged 
for the client to deal with the advising accountants 
through : nis solicitor. l 
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+ Amounts of as little as e EI may be deposited. 
Up to a maximum: of £5,000. Excluding 
accrued interest, which i is taxable, but SEH 
"bus, All that is - 

‘required is a qualifying. balance of £50 in an 
Ordinary Account. And as you ~~ 
would expect, one month’s notice SE 
withdrawals is necessary:. i 

- You'll find further information in ` 
an exploratory leaflet at your local 
Post Office. 
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may not be as easy 
as you think 


You will need help. Growth by merger or take-over Industrial Mergers is a subsidiary company of Industrial 
can be a complicated business. There are many and Commercial Finance Corporation. With our own 
questions to be answered and many problems to be special knowledge, plus the backing of ICFC, we have 
solved. You could end up with more problems than unequalled expe-ience in the small and medium sized 
you hoped to solve. Unfortunately, few managing ccmpany sector of Industry and we possess financial 
directors have the time to study and evaluate every resources to prcvide the funds which are so often 
opportunity of growth by take-over or merger, so It is necessary to realise the full potential of a merger. 
essential to have the advice and help of experts. If you're thinking of merging, consult us. 


We are experts. We can help you find the right partner, 


choose the right time and negotiate the rightconditions. It pays te deal with the experts. 


Mir. E. R. Izod, Manager, 


INDUSTRIAL MERGERS LIMITED 


Piercy House, 7 Copthall Avenue, London E.C.2. Tel: 01-628 6229/4040 


A subsidiary company of Industrial and Commercial Finance Corporation, 


‘ THE 
Octobzr 5th, 1968 


POLICY AUDIT 


N some people’s minds, any assessment of management 


itse-f is an extremely difficult project and there are grave 
doub:s as to whether it is feasible. The people who have 
these grave doubts are generally the management them- 
selves and it could be that there is some prejudice in their 
minds. There would seem to be no prima facie reason why 
the efficiency of management should not be capable of 
assessment by some impartial third party, and a report on 
this made to shareholders. 


Some precedents 


The theory that management can be assessed has been 
clearly accepted in the Civil Service in Britain for many 
years; the Auditor-General examines the workings and 
effectiveness of the systems of control at various levels in 
various Government departments and then publishes a 
report, generally remarkable for its cutspokenness, pointing 
out what he deems to be wrong. Admittedly this does not 
criticize the policy itself as laid down by the Government, 
but iz does criticize its implementation at the highest level, 
though one would wish that even more was done in this 
respect. 

It is also routine for the auditor in certain Continental 


countries to pass comments on certzin aspects of the man- 


agement of the business, though generally only within 
close-y defined fields which arise normally from legal 
requmements. T'he practice varies from country to country 
but, for example, in Sweden the auditor has by law to 
examine the management of the campany’s affairs by the 
board of directors and by the managing director. 

Tre object of the examination of the management of 
the company’s affairs is to prevent or to detect illegal or 
otherwise unwarranted acts of maragement, but whether 
the szeps taken by the directors are advisable or not from 
an economic point of view is not subject to the criticism of 
the auditors provided they are not so serious as to lead to 
rejeczion of the management’s report or to create a liability 
to damages, or are otherwise regarded as negligence on the 
part of management. In Germany the auditor’s report to 
the supervisory board of an A.G. includes comments on sales 
and production volumes, capacity and utilization of plant, 
work: force, etc., mainly in comparison with the preceding 
year; expansion plans and other financial plans are also 
discussed. 


Justification 


The prime justification for a policy audit is the protection 
of the shareholders. In the case of most large companies the 
ownership of a business is divorced from its management, 





The zoncluding part of a paper presertted at the recent summer 
schocl of The Institute of Chartered Accountants of Scotlane at 
St Ardrews. 
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and the only rights the owners have can usually only be 


‘exercised at an annual general meeting, when the share- 


holder is at a great disadvantage because of the paucity of the 
information available to him, even after the Companies 
Act 1967, and because his rights at such a meeting are 
severely limited. The figures available, though they provide 
some basis for judging management, are inadequate for any 
serious verdict. In addition it may be some time tefore the 
results of bad management become reflected in the accounts, 
and by then it may be too late for the shareholders to do 
anything about it. 

Quite apart from protecting the shareholder, there would 
be other sizeable advantages in policy audits; eny man- 
agement subject to such audit is much more likely, due to 
fear of public criticism, to use proper methods in deciding 
on new investment, to be more energetic in finding profit- 
able new investments, and to devote the proper amount of 
time and effort to ensuring continuing growth and ever 
greater efficiency in the business. And there is plenty of room 
for improvement. It has been demonstrated that that part 
of the British economy which is under American control has 
consistently earned 50 per cent more return on assets than 
British-controlled companies,} and this is due to lower ad- 
ministrative costs, greater selling efforts, higher sales per 
person, greater labour productivity and greater capital 
intensity. 

The publication of the policy audit report should ensure 
greater efficiency to the benefit of the whole country, and 
make it clear to management that their job is to make money 
(for the shareholders not for themselves) rather than to put 
first any other criteria such as public service, soctal benefit 
or securicy of employment for staff, all of which ere in any 
case more likely to be met if the profit-making function is 
properly carried out. 

It is felt that an advance in efficiency is so much to the 
advantage of the general public and the countrr at large 
that it should outweigh even the wishes of controllers of 
family businesses unless all the shares are in the hands of 
very few, all of whom are on the board. The iniention is 
not only to protect the outside or minority shareholders, 
who may be completely indifferent and apathetic, but also 
to prevent the inefficient and wasteful use of national 
resources. l 

It has also been suggested that a policy audit should serve 
a social function. This viewpoint considers that the auditor 
should report on the good citizenship of-the company ~ 
that it is doing nothing against the public good, e.g. no 
illegal action to eliminate competition, that it is fulfilling 
its legal obligations arising from any sort of contract, that 
it is breaking no laws such as fire and office regulations or 
smoke emission rules, and assessing the contribution of the 
business to national production and the balance of trade. 


"US Subsidiaries in Britain and their UK Competitors’, 
J. Dunning, Business Ratios. Autumn 1966. Dun & Bradstreet. 
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This concept is, however, beyond my definition of policy 
audit, both because it goes beyond the assessment of man- 
agement’s efficiency and because the report is really to the 
Government rather than the shareholders. Nevertheless it is 
interesting in this context to note that French. law places 
the auditor under an obligation to report to the public 
prosecutor offences which may have come to his notice 
in the course of the performance of his duties. 


Frequency 


If there is to be such an assessment cf management, the 
next question that arises is whether this should be on a 
‘regular basis, or only when circumstances arise which seem 
-to make it necessary or desirable. While there may well be 
arguments for trying to assess management on an annual 
basis so that the management auditor’s report can go out 
with the annual accounts of the company, it is thought that 
this would be too frequent: management must be allowed 
to have a number of years to prove whether it is doing well 
or not, and if it is spending too much time worrying about 
short-term results this could well mean that management 
tends to ignore the long-term, even though the policy audit 
report would cover both aspects. 

There are certainly arguments in any case that such an 
audit should only take place at all if certain circumstances 
are met, so that the disruption of a business that must to a 
certain extent be inherent in any investigation of its running 
only takes place when there is some evidence that something 
is wrong and that something would prima facie appear to be 
management’s fault. 

It would be relatively easy to legislate for a policy audit 
when circumstances made it absolutely plain that such an 
audit was advisable (by a provision that, for example, any 
public company should undergo a policy audit as a method 
of protecting the shareholders, if it passes its dividend or 
reduces its dividend by more than e certain percentage or if 
= certain ratios or trends, described in more detail below, 
show too unsatisfactory a result). This would, however, 
cover only the really bad cases, sc it is suggested that in 
addition shareholders could have the option, provided a 
sufficient percentage of them agree, to call for a policy audit 
annually if they are not fully satisfied with the results being 
produced by that company. 

This should be dealt with by legislating for a resolution 
for the appointment of a policy auditor to come before 
every annual general meeting automatically and for the 
proxy cards sent out for the meeting to include this resolu- 
tion as one for which a proxy should be exercised. Such a 
resolution should include an estimate of the cost of such a 
policy audit. In any case it is suggested there should be 
a statutory policy audit every five years. 


Basis of assessment 


If there are to be such policy audits, the first problem is the 
basis on which the auditor is to assess management. 


Examination marks 


The American Institute of Management has pioneered a 
scheme whereby one allocates marks to the various aspects 
of a business and adds these up to ascertain the overall 
_ effectiveness of such a business. This is basically very 
similar to the commonly used method of judging academic 
standards in Britain through the use of examinations for, 
say, Common Entrance, G.C.E. and university entrance. - 
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The American. Institute of Management divides the 
co-porate activities into ten: corporate structure, economic 
function, health of earnings, service to stockholders, research 
ani development, directorate effectiveness, fiscal policies, 
producticn efficiency, sales vigour and executive evaluation. 
A score is then given for the company’s efficiency in each of 
these areas, though the maximum marks that may be 
awarded for each may vary; for example, the top score for 
economic function is 490; that for health of earnings 600; 
while that for executive evaluation is 2,400. The highest 
possible overall total is 10,000. The American Institute of 
Management considers that only if the total score exceeds 
op per cent of the total possible is a company excellently 
menaged. 

It is suggestec thet unless there is some centralized 
method of determining the marks to be given in many 
hundreds of different circumstances, such evaluations. are 
bound to be subjective and vary considerably as a result of 
differences between the examiners. The importance in any 
case of the ten corporate activities is bound to vary between 
the companies and therefore the use of standard weightings 
through all types of businesses cannot possibly produce 
results that can be fairly compared. It is suggested therefore 
thet this is an academic approach which should be discarded 
for the moment, -hough further research in this direction 
could well be valuable. 


Ratios and trends 


Tere is obviously a certain amount that can be done 
througa figures that are already available. If there is within 
the industry the system of inter-firm comparison it would be 
possible, dedending on the comparative figures that are 


aveilable, to check varicus facets of the business to see how 


it com Dares with the cther firms in the trade and to see 
hew its share of the market is increasing or decreasing. Even 
without inter-firm comparison a lot is possible in this re- 
spect. This, however, will only be comparing a firm with 
otkers in the same trade, all of whom may be inefficient. 
Such comparisons can therefore only be part of the assess- 
ment, and the auditor would have to dig rather more deeply 
to >e able to assess the management in the broader context 
of zhe country as a whole. 

This, however, can ke done, at any rate in part, by the use 
of ratics. The pol:cy auditor can obtain, publish and com- 
ment on a whole series of ratios. Almost all the information 
recuired for the most valuable ratios in business evaluation 
are now becoming available for private companies. The 
auditor would not just publish the ratios for the company 
under consideration but compare these ratios with those 
of past years, those of its most immediate competitors, those 
for the whole of the trade, and those for the whole country, 
thcugh the last tvo may not be available in all cases, and 
make any comments he feels necessary. 

It is not necessary in a paper such as this to go into all 
the ratios but some of the more important ones are as 
fol ows: 


(1) Projit to net assets. ~ This indicates how successfully 
a company is using its assets, since presumably the 
purpose of any company must be to maximize its 
‘return on such assets. 


(2) Projits to m:mber of employees. — Just as a company 

must zttempt to use its physical assets in the best 

_ possible wav, so it must equally use its employees, 

whe are merely another form of asset, with the utmost 
efficiency. 
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(3) Profit to sales. — This assesses the relationship be- 
tween sales and costs. A high ratio shows that costs 
have been kept down, provided that the figures are 
not affected by any inter-campany dealings within 
the group. A low ratio would require explanation, 
but would be common in some trades with fierce 
competition. 


© (4) Sales to net assets. - This stows how a company is 
| employing its capital. The more intensively the 
company’s capital is used tke better, provided this 
does not result in any inflation of costs. Any such 
inflation would of course become apparent from the 
previous ratio. 


(5) Sales to net current assets. — The faster the working 
capital of the business is turned over, the smaller 
the relative amount of capital invested in stocks. 
While this can normally be a proof of efficiency, from 
a creditor’s point of view it may be a warning light 
for over-trading and could even, for the shareholders, 
mean that the company could run short of cash if its 
debtors are slow in ‘meeting their liabilities. This 
ratio may, depending on tbe tyne cf business, be 
related to all the net current asseis or to stocks only 
and the choice will vary according to the type of 
business. The stock figures in any case can vary 
widely and the position at the balance sheet date may 
not be representative whereas the figure for net cur- 
rent assets is very much more constant. 


(6) Stock to net current assets. — If this ratio is too high, 
i.e. if the stocks carried are.tco large in relation to the 
resources of the business, it can easily result in finan- 
cial difficulties if the speed of turnover of stock 
diminishes or in times of financial stringency. Too low 
a ratio, on the other hand, probably means either that 
an unnecessary amount of cash is being held or that 
debts are not being collected sufficiently quickly. 


(7) Sales to shareholders’ equity. — If this becomes too 
high a ratio, it will mean prima facie that too’ much 
of the company’s business -s being financed other 

_ than by the owners of the business. This could. result 
in difficulties arising from over-treding or from 
trading on the back of other people’s capital. 


Quite apart from ratios, the progress of a business can be 
judged not only from the figure for profits but also the 
figure of net worth, the figures for sales, the figures for 
fixed assets, all compared with equivalent figures for earlier 
vears. Where applicable, all figures should have an index, 
or several indices, of inflation app-ied to them so that the 
comparison is one- in real terms and does not show just a 
paper growth. The growth rates should then be compared 
with similar figures for competitors etc. 

One of the weaknesses of the present system of financial 


auditing e tbat although the auditar has all the information. 


available to produce such figures ìe very seldom, if ever, 
does so even for management, let a one for the shareholder. 
The application.of the Companies Act 1967 and the latest 
requirements of the Stock Exchange for the quotation of a 
company’s shares ensure that, certainly for all quoted 
companies, the figures necessary to calculate these ratios 
are in the published accounts. Even in the accounts of 
private companies by far the greater majority of the figures 
required are available, and from these figures some form of 
judgement may be made.. 
This raises the very: difficult question of whether manage- 
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ment should be judged on its results in the particular trade 
it is in, or on a broader basis. Should a company be told by 
its policy auditor that it is in the wrong trade altcgether and 
that the company’s assets would be better employed in a 
different line of business, provided this was consistent with 
the same amount of security? Certainly, if one considers that 
it is management’s duty to maximize the return to the 
shareholders, any policy auditor must consider eny reason- 


able method by which this can be achieved. 


Judgement of the decision-taking process 


Apert from judging management on the basis of historic 
figures, it is necessary to judge whether management is 
making the right decisions at the present time One: may 
be unable to tell this from the figures availabl2, or there 


may well be no figures currently available on which a 


sensible judgement of a recent decision can b2 made. It 
could well be necessary, therefore, for the policy auditors 
to take a view of the future. 

The difaculty that arises is in ensuring that tneir judge- 
ment is any better than the managers’. As it is in-possible to 
ensure this, it is suggested that the policy auditors’ report on 
the decision-taking function of the management should 
be split into three definite sections — firstly, a review of those 
decisions which have been fully implemented and on which 
there is now, say, at least three years’ experience of the 
results; secondly, those decisions fairly recently taken and 
in the course of implementation without the results being 
clearly established; thirdly, decisions very recently taken 
and as yet unimplemented. The report would obviously be 
less definite in section three than in section one. 


It will be necessary, if one is going to assess management ~ 


fairly, to find out, with regard to the principal policy 
decisicns that have been made in the last few years, the 
informaticn available at the time to the management by 
which thcse decisions were made. One can Cen decide, 
in the light of circumstances between the date of those 
decisions and the present time, whether management made 
the right decisions, gave the right importance to the various 


possibilities and factors that might affect such a decision 


and, even assuming they pass those two tests, implemented 


their decision in the best possible way. It will, of course, 


be appreciated that management cannot be right every time 
and that circumstances that could not be foreseen can result 
in the effect of a decision being entirely different from that 


envisaged, but it is equally certain that management which. 


is only right in under 50 per cent of the cases is not 
efficient. 

One would suspect that if this sort of audit were in force 
the minutes of board meetings of companies, which at 
present in many cases are of the shortest possible nature, 
would become very much more informative Such an 
audit would force management to think very much more 
clearly on the decisions they were taking if they knew that 
these would be going to be looked at by an independent 
outside body at some time in the future to assess whether 
they, the decision takers, were doing a proper job. 

The decisions to be evaluated would be of every type and 
not merely those relating to production, marketing or sales. 
It is just as important to see that the personnel policy is 
correct, not least in providing for succession to the present 
management, or that the public relations image is the best 


One. 


Special care would have to be taken that this did not 
hamper the board or individual with flair. If a man or a 


y 
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board can consistently take the right decision without any 
facts, or without being able to rationalize their decisions, 
that is far more valuable than any amount of professional 
management that needs ten pages of facts and three months 
to make a decision that even then may not be right. 

The basis of assessment of the decision would be partly 
comparative (e.g. did the decision vary from that taken by a 
competitor and, if so, who got the best results), partly 
mathematical (e.g. the range of decisions available would 
be known, the actual factors in operation since the date of 
the decision would now be available, and in some cases it 
would be possible, though not easy, to program a computer 
to say which decision would have given the best result) and 
partly on the basis of a comparison of the ratios and trends 
described earlier. 


Publication of budgets 


It has been suggested by some writers that, as part of 
this extension of the reporting to shareholders, the man- 
agement itself should be required tc give estimated figures 
for the profit and loss account and balance sheet for the 
next year, together with a comparison of the actual figures 
for the current year with the estimates made last year, 
annotated with explanations of any major divergences 
between the two. There would seem to be adventages in 
not limiting this to two years but having budgets and com- 
parisons of budget with actual over several years. 

Quite apart from the information this would give the 
shareholders and the greater opportunity to judge at any 
rate the ability of management to forecast, this procedure 
would bring with it several other benefits, Firstly, it would 
ensure that management had proper planning methods — 
and actually did forecast. Secondly, the investing public, 
and present or potential creditors, would be enabled to 
exercise more informed judgement. Thirdly, it would enable 
the Government to make more accurate estimates both of 
future revenue and of the investment likely by the private 
sector of the economy. While no part of policy audit as 
such, the publication of such forecasts would be a very 
worth-while complementary measure, and the accuracy of 
such forecasts might well be commented on by the policy 
auditor. 


Publication of the report 


In view of the bulk of the report likely in many cases, it is 
suggested that the full report be filed with the company’s 
accounts, while a shortened version ‘not more then a page) 
be published in the company’s accounts, both these re- 
quirements to be statutory. Consideration should also be 
given to the prohibition of advertisements containing a 
summary of figures or of the chairman’s statement unless it 
also contains any particular adverse comments on the 
management made by the policy auditor. The actual method 
of publication matters less than the fact of publication — 
the Press and fear of publicity are among the greatest 
incentives to management efficiency. 


The auditor 


If one accepts that such a policy audit is feasible, the prob- 
lem arises of who should carry it cut. Certainly whoever 
Carries out such an audit should not be allowed to act as 
management consultant to the same company. The im- 
mediate reaction in the accountancy profession would, I 
suspect, be that the accountants are the natural people to 
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do "his work, as it is in a sense merely an extension of 
the work they already do on behalf of the company’s 
shareholders. 

This view is understar.dable and is the view that has been 
followed on the Continent where there is any form of policy 
audit. I would strongly suggest, however, that the profes- 
sioral accountant is seldom properly. qualified to do such 
work. The practising accountant is concerned in his day-to- 
day work with checking the accuracy of the past. The main 
pur ose of management is planning for the future and the 
best basis of judgement is the success or otherwise of such 
planning. ‘This, practising accountants at present are not, 
by zhe very nature of their training, attitudes and frame 
cf mind, likely to be able to judge. 

While practising acccuntants could form a judgement 
when the results of past decisions are available in figure 
form, they would be unable to do this efficiently when such 
fgures were not available. In addition, if decisions of policy 
in technical industries have to be judged, and an assessment 
cf technical progress must rank high in any assessment of 
maragement, they shculd be judged by someone with 
practical experience in that industry and not merely of 
auc ting it. 

‘There may, therefor2, be a case for the accountant to 
undertake such business where he has a certain amount of 
practical knowledge of industry or commerce by working 
outside the practising side of the profession. He would then 
set up as a policy auditor for certain specified types of 
business and witk stringent limitations on the sort of 
businesses he might audit; they would have to be businesses 
in which he had had, if not direct experience, at least 
relevant experience. 

It is doubtful, however, whether accountants even then 
are be right people for this sort of work. Their judgement 
would certainly tend not to be accepted by the firms they 
werz judging and their minds would work somewhat differ- 
ently from the board of the company which they were trying 
to judge, with the possible exception of the finance director 
or chief accountant, and their experience is likely to be 
much too narrow to carry out a full policy audit. 

‘There would appear to be two possible ways of carrying 
tarcugh such audits. One would be to have a special type of 
internal auditor who did such work, whose pay should be 
fixed directly by the shareholders but with minimum scales 
laid down by legislation to ensure that he was independent 
and not reliant for a living wage on the company or its 
controlling sharehclders. Such a man would have to have 
had experience in that industry at a high level for a number 
of years before he would be qualified for such work and to 
enable him to do it he would have to have full access to all 
papers, however confidential, in order to carry through his 
responsibilities. 

It is probable that suca work in most companies would not 
be a full-time job and it is probable that such a man could 
holc positions in two or three companies and be assessing 
the management of each of them. He would need to have a 
certain mixed tenure of office and would be appointed by 
unconnected shareholders, i.e. those other than the directors 
or their associates who would have no votes on such an 
appointment, to ensure that the minority shareholders still 
got a management report of sufficient independence. Such 
a man would have a somewhat thankless task, since he would 
ke unlikely to be popular in any of the companies in which 
he was working and he would be dependent for real recog- 
nition on shareholders who these days take an ever de- 
creasing part in the runring of the business. 
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few fallacies — 


- about credit N 
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What a ‘suggestion! 
Could we have maintained the good 
reputation we have with our clients if we 


had made any attempt to interfere with ° 


the direction of their businesses ? We of 
Shield have been constantly adding well- 
known names to our list of clients. They 
‘have all been highly satisfied with the 
co-operative service we provide. 


The misconception—that a factoring ` 


company may impose its own control 


, over a client’s company—arises from the . 
erroneous fear that a factor might inter- - 


fere with, and impede, the cash flow. Of 
` course we do not. The cash flow of a fac- 

` tored business depends on its sales 
volume, which is the responsibility of its 
Mg own directors. What 

gam Shield do is to ensure 


a customers. The basis 
of the availability of 





agreed with the 
client at the outset. 






cash drawings is. 
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„Control can be lost? ” 


This agreement is faithfully observed by 
Shield. 

Thus, ‘when you factor with Shield, 
the assurance of a regular cash inflow 
improves your ability to direct and con- 
trol your business, and helps you plan 
for the future. 

Financial conjecture gives way to finan- 
cial certainty, 

How credit factoring E 
and its cost. `, 


Shield, as credit factors, buy all your 
company’s trade debts.as they arise 
and take all the credit risk. As already 
mentioned you have an assured monthly 
inflow of cash—its size depending only 
on your sales. You may have pre- 


payments if required and you may also 
enjoy: full protection against bad: debt 


losses. _ 
This modern’ financial technique of 
factoring saves you the worry and ex- 


pense of account collection. It eliminates 


much unproductive book-keeping, en- 


ables you to meet suppliers’ credit’terms 


and to take advantage of cash discounts. 











In short, your only SE is the 
quality and delivery of your goods. 

With Shield you only have one-debtor 
—a debtor from’ whom you know the 
money will arrive promptly and regu- 
larly. Shield’s charge. for this service? 
Normally a commission from ?% to 2% 
of the invoices purchased. Clearly credit 
factoring is something ` well worth 
locking into. 

Full particulars of Shield service are 
given in the booklet “Credit Factoring”, 
a copy of which is, waiting for you. 


‘Please write or "phone (asking for Mr. | 
F. R. Salinger or Mr. E. S. Davis) and | 


this detailed booklet will be sent to you 
by return. If you prefer, a Senior 
Executive will be glad to call for a dis- 
cussion on a purely informal basis. 


Shield Factors Limited, 
Plantation House 

Mincing Lane, London, EC3 
Telephone: 01-623 9236 
Owned by N. M. Rothschild & Sons, Anglo-African Shipping 
Co. (S.A.)Ltd., C. T. Bowring & Co. Ltd. , Eagle Star Insurance 


Co. Ltd., ndustrial & Commercial Finance Corporatlon Ltd., 
Kletnwort Benson Ltd. 
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‘This plan enables employers to make. 
suitable pension provisions for their key 
executives or to supplemert provisions at 
present being made when these are thought to 
be inadequate. | 


In the event of death befo-e retirement on : 
pension a cash sum (normaly of about ten 
times the expected pension) is payable and 
this is often entirely free of Estate Duty. 


At retirement at least one quarter of the 
pension may be exchanged for a tax-free, 


. cash sum. À 


The plan may be arranged to participate in 
the profits of the Institution thereby making 
some allowance for future increases in 


salaries and pensions. | 
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It may bring you 


dh good luck 


-but will you always be in clover? ` 


Security depends on the practical 


steps you. take to ensure tt. Take 


“he first step now by consulting 
-he Scottish Widows’ about saving 
~hrough life assurance. 

We can offer you two attractive 
ways of saving. A conventional 
‘with-profits endowment is a 
"must" for every portfolio. We 
ave a conus record second to 
Tone. Alternatively, our Investor 


policy offers the opportunity to 
share in the investment expertise 
of one of Britain’s most successful - 
teams. Either way a guaranteed 
sum will be payable on your death, 
and your policy can be used for a 
variety of purposes, including 
house purchase. 

Complete and post. the coupon 
today for information on these and 
the other contracts available. - 


‘SCOTTISH WIDOWS’ FUND & LIFE ASSURANCE SOCIETY 


London O-fice: 28 Cornhill, E.C.3. 01-626 5061 
West End Office: 17 Waterloo Place, S.W.1. 01-930 6041 * 
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As an alternative, it is suggested that probably the best 
way of providing the shareholders of a company with a 
repo-t on its management would be for firms to be formed 
by members of different professional bodies in order to 
carry .through management audits. It should be com- 
pulscry that such firms should have as a minimum one 
accountant, one solicitor, an actuary, a chemist, a physicist, 
an etectrical engineer, a mechanical engineer, a banker, a 
marketing expert and a doctor of rhilosophy. They could 
obviously have more than one of aay of these, but one of 
each would be the minimum. 


The firm would decide what mixture of qualification was 
necessary to carry through the audit of any. particular 
company and every public compary would be compelled 
by lw to have such an audit at least once every five years, 
and on the occurrence of certain events as suggested earlier. 
It is suspected that if such firms were formed they would 
be tsed for many purposes other than policy audit, as 
many people would like to find a variety of professional 
advice available under one roof in e way in which it is not 
available now. 





Finance and 
Commerce 


A ‘conglomerate’ 


N zhe modern idiom, London & Midland Industrials Ltd, 

frem whose 1967-68 accounts this. week’s reprint is taken, 
is a ‘conglomerate’; until comparatively recently it would 
have been an industrial holding company. Eriefly, London 
& Midland Industrials calls itself the LMI Group and it is 
predominantly an engineering organization of ten main 
units. 

From the directors’ report there ie been AT for 
purgoses of the reprint, the table indicating the sources of 
sales and profits and the table reinforces the engineering 
deent, Page three of the report lists the ten units in the 
organization. They are Whitlock Bros Ltd, making earth 
moving machines; Petrie & McNaught — washing and 
drying plant for textile fibres ard chemical and crop 
dryers; The Arnold Wragg Group — stainless steel com- 
ponents and machined parts and (ttrough Doran Engineer- 
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much use to management or shareholders as he might 
` Something needs to be done. It will probably be a long time 


= ing) hydraulic cylinders 


(Mauritius) Ltd which manufactures cigarettes. | 
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Conclusion 


A paper such as this can obviously only throw out ideas and 


e coe : » . «| 
suggesticns, but it is hoped that it will generate discussion. 


Both the operational audit and the policy audit have the 
same aim, to increase the efficiency with which resources 
are used, and, as they operate at different levels, ideally both 
should be in operation. They are complementary rather 
than competitive and it is impossible to draw a rigid line 
between them. 

The present situation is unsatisfactory, as there is really 
little to frighten inefficient management save a take-over 


‘ bid and, if the management also controls sufficient shares 


in one way or another, even this becomes impossible, to 
the detriment of the minority shareholders. Certainly the 
limitation of the audit at present to the correctness of certain 
defined financial figures has meant that the auditor is nof as 

e. 


before it is, but it is quite certain that now is the time to 
start sorting out in our own minds what should happen. | 
'(Concluded.) | 


| 





and machined assemblies; 
Pressings & Stampings Ltd — cladding systems and tools; 
Ballard (Winchester) Ltd — warm-air heating plant and 
sheet metal work; Woodmet Ltd — aluminium trays and 
trolleys and industrial anodizing; South Wales Blind | Co 
Ltd — aluminium slat venetian and other blinds; The 


Cadulac Chemicals Group — vehicle underbody sealing and 


-= Motor accessories and marketing anti-corrosive chemicals; 


The Falcon House Group — pipes, lighters and smokers’ 
accessories, and Amalgamated ‘Tobacco Corporation 


| 


| 
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New acquisitions 


The Whitlock company was acquired half-way ronek he 
financial year under review, and just before the end of 
the finarcial year the eo per cent outstanding minority ri tbe 
Falcon group was acquired. The Whitlock acquisition was a 
major one and is largely responsible for the considerable 
change in the bank loan position. The following table, 
included in the chairman’s statement, is helpful in inter- 
preting the bank loan position: 


Grop pie 

March March 
3Ist, 1968  3Ist, e 
Whitlock 
December 
rath, 1966 

Bank loans applicable to: £ e 

Whitlock acquisition 234,000 — 

Norraal trading — Whitlock 362,000 4 Ger 
Other companies 2.2'7,000 478,000 
£823,000 £932,000 


The improvement in profits has allowed the E 
of the previous year’s ro points cut in dividend to 17} per 
cent and payment ts now back to 274 per cent. The prospect 
is that, given anything like normal industrial and economic 
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Acquisitions Disposals 


The following acquisitions and disposals were made ‘during the year: 
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LONDON & MIDLAND INDUSTRIALS LIMITED AND SUBSIDIARY COMPANIES . 
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Other 


Whitlock 
(as at 31.12.66) 


4 


1967 - 


1968 


£ 
144,274 


22,476 - 


£ 
50 


£ 

Group 
623,250 
276,095 


Group 


Freehold property 


e 


Group 
669,8 
144,658 


Freehold property ~ as professionally valued 23rd February 1965 
at cost 


13. Fixed assets 


eee 


899,345 


Leasehold property — long leases . 


poum 


short leases 


Plant, machinery and motor vehicles 


Patent rights, etc. 


2,564 


es 


' 814,508 
£896,196 £811,944 


3,149 


Onna] 


Less depreciation 











14,250 
53,780 


inti 


41,500 
53,780 


HT 


Leasehold property, long leases ~ as professionally valued 23rd February 1965 


£199,968 £268,998 


£304,681 


at cost 


£68,030 


. 65,000 


£65,280 





£13,005 


Plant, machinery and motor vehicles 


Parent company 


1,001 
65,0901 oe 


65,000 
1,468 
- 66,468 


Leasehold property, short leases ~- as professionally valued 23rd February 1965 
at cost 


£4,543 








Less depreciation 


6,736 
£59,265 
470,479 
528,933 


ee 


£508,297 £441,546 


wren 


9,915 


E n a 





£56,553 
1,123,773 








Plant, machinery and motor vehlcles, at cost 


Less depreciation 


615,476 


Semea eee aa aad 


14. Capital commitments 


Contracts for future capital expenditure not provided for in the accounts = 


ee 
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gz circumstances, the LMI Group will be in a position to 
S increase the payment a year hence. ; 


subsidiary companies 
parent company 


93,883 
26,952 


—— 


23,686 
35,887 
£57,799 


ttt ene 


tent rights, etc., at cost 


lee depreciation 


~ 


£66,931 


brengen 


£1,584,125 £1,447,716 


Authorised capital expenditure for which contracts had not been placed — 


Total fixed assets, less depreciation 


£40,000 


subsidiary companies 
parent company 


No depreciation is provided on freehold land and buildings in the United Kingdom. 


Nil 


The group has beer. in a redevelopment stage out of the 
old Amalgamated Tokacco Corporation for some years but 
now appears to be firmly based. ‘It is the directors’ in- 
tention’, the chairman states, ‘further to expand the group 
both internally and by suitable acquisitions’. 


‘Next year 


The report and accounts itself is a comparatively modest 
document, but issued with it is a survey of the group 
and its products. This runs to 24 pages and tells virtually 
everything there is to know of the non-financial industrial 
facts of the operating companies. The survey is extremely 
well done. 

` Next year the directors might concentrate more on thé 
report and accounts. An essential in a ‘conglomerate’ — 
at least in this column e opinion — is for the shareholder to 
be able to see at a glance in the profit and loss account the 
extent to which profits have been affected by acquisitions 
during the year under review. 

Earnings from subsidiaries common to-both years (the 
year of the accounts and the previous comparative year) 
should be given and earnings from newly-acquired sub- 
sidiaries shown. as an addition to make the latest total profit 
figure. Now that the LMI Group may be considered to be 
on a basis where new acquisitions rather than closures or 
sales will be the order of the day, it would be helpful if next 
year’s accounts were ta be presented on an old earnings plus 
new earnings basis. 

It would also be helpful next year if the accounts in- 
cluded the beginnings of a running financial record pro- 
viding the necessary statistics of return on sales and on 
employed capital. 8 


Inquisitively significant 
OME caustic words on the requirements of the 
Companies Act 2967 are included in Sir George 
Dowty’s statement wizh the latest accounts of the Dowty 
Group. ‘The additional information now demanded’, he 
says, ‘appears to b2 significant only to the unduly inquisitive 


and indeed in some instances it is not in the best interests - 


of the company and, therefore, of its shareholders.’ 
In this ‘ill-drafted Act’, Sir George comments, the new 
disclosures are ‘irrationally divided between the directors’ 


report, the balance sheet, the profit and loss account, the 


accounts generally or in a statement attached thereto’. 

To simplify wherever possible is ‘a splendid thing’: but, 
says Sir George, ‘this is a virtue that cannot be attributed to 
our legislators’. Speaking presumably for the Dowty board, 
Sir George adds ‘We do not believe that shareholders will 
appreciate this mass of additional information which only 
serves to maxe the report and accounts a much more com- 
plicated and costly document’. | 

The Dowty Group profit and loss account opens with 
turnover of the group £44,755,000 ({41,908,000) and this 
column can remember Sir George some years ago talking at 
some length on the dire competitive consequences of 
turnover revelation in particular sectors of the group. 
At the present level and with the spread of activity within 
the group to be taken into account, enforced disclosure of 
turnover will probably not do any great harm but, the 
question of turnover apart, there will be general agreement 
with the basis of Sir George’s complaint about the hotch 
potch nature of the Act. - 
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` CITY NOTES 


HE interesting point about the shake-out in the equity 

markets is that it took place against the background of 
the announcement of good half-yzar profit figures by a 
long string of front rank companies. In many instances 
snare price falls were heaviest in he shares of the com- 
panies concerned with good half-year earnings. 

This would seem to provide the evidence that bearishly- 
minded stockbrokers have been seeking for some time — 
that share prices, in terms of a Financial Times index well 
above the 500 mark, were discount:ng earnings growth far 
too far ahead. | 

The point being made by such brokers all along Las not 
necessarily been that prices were standing unrealistically 
high but that they were standing 2t prices at which new 
buying on an expectation of a continued rise was ill judged. 
In theory markets could have stood still and allowec earn- 
ings to catch up but that is not the way of things — prices 
have to come down to earnings. 

It is not merely coincidence that the equity market has 
eased back at a time when substantial rights issues are in 
train. There is nothing like a heavy run of rights issues to 
take the steam out of an over-pressnrised equity market. 

Not that even the bearish brokers expect any vast run 
back in prices. There is still too much institutional money 
about for that — unit trust money in particular. But even 
here rights issues will help to syphon money away from 


existing shares. 
* x x d 


HE Labour Party’s warning of the approach of a 
permanent capital levy hardly renks as a major surprise 
for the City. The Budget speech last March made it clear 


Le 


enough, for those with even. the slightest skill at reading 
between politicians’ lines, that the Government was think- 
ing in wealth tax terms. Introducing the present special 
charze, Mr Roy Jenkins said that, although it would be 
imposed for one year only, it ‘should not be taken as pre- 
cluding further exploration of the ways in which the 
taxable capacity of those who possess wealth should be 
differentiated from that of those who depend pr-marily on 
wages and salaries. This might make it both possible and 
desirable to reduce the highest rates of tax on incomes’. 
The final sentence is likely to be forgotten when a capital 
levy-cum-wealth tax is introduced. The line then is likely 
to b= that, but for the levy, taxes on income would have 
beer increased. 


x Ka * % 


HE Leicester Temperance Building Sosiety has 

achieved considerable initial success through its scheme 
of offering 5 per cent tax paid interest on special two-year 
fixec-term shares and balancing that interest ky offering 
mortgages at 8 per cent during that two-year period. The 
special issue has attracted over £1 million of new invest- 
men: money but that has proved inadequate to meet demand 
for mortgages on an 8 per cent interest basis. Avzilability is 
the prime factor in mortgage demand rather than cost. The 
interest rate, as such, does not enter into house buyers’ 
calculations. The point is whether the monthly r2payments 
can be afforded. The mortgage borrower sees his cost in 
terms of pounds to be paid per month, not in terms of 


interest rates. That is, of course, precisely the way that 


buyers of goods on hire-purchase see the situation. 


RATES AND PRICES 


Closing prices, Tuesday, October rst, 7968 
Tax Reserve Certificates: (28.8.68) Companies 48%; 3% surrendered for cash; Personal 4% 


Bank Rate Money Rates 
Jan. 26, 1967 .. ,, 649 Noy, 9, 1967 .. .. 649 Day to day 54-08% Bank Bulls 
Mar. 16, Got gi a d Noy. A SEH i Se Su 7 days oe 54-64% 2 months 68-7% 
May 4, 1967 ,. 54% Mar. 21, 1968.. .. 74% Fine Trade Bills ` 3 months 64-7 D 
Oct. 19, 1967 .. .. 6% Sept. 19, 1968 os 4% 3 months 8-84% 4 months 6-7% 
4 months 8-82% 6 months 64—77% 
6 months 8-9% 
Treasury Bills Foreign Exchanges 
July ap .. £7 re 2':22d% Auz. 30 .. £6 18s 19°73d% New York.. 2°38 8 Frankfurt 950% 
Aug. 2 .. £7 os 448d% Bert, 6 .. £5 18s ygd% Montreal .. 2°56 ¥% Milan 1485% 
Aug.9 .. £6 18s 6:27d% ` Sept. 13 .. £6 17s 2°43d% Amsterdam 8:68 -$, Oslo 17:07 
Aug. 16 .. £6 18s root Sept. 20 .. £6 12s r7sd% Brussels 12024% Paris pi =. 11°88 de 
Aug. 23 .. £6 19s o42d% Sept. 27 .. {6 rs &52d%  Copenhager: 1792 Zürich .. we  I1028$ 
Gilt-edged 
4s well as the usual prices quoted at the .close of business 
an press day, we also give below ihe quarter-end prices. . 
Sept. 27th Oct. Ist Sept. 27th Oct. Ist 
1968 1968 1968 I068 
Consols 4% 53 53 Funding 6% 1993 be gy .. rg 8x4 
Consols 23% 33% 33% Savings 3%% 60-70 .. GN r- 02$ 92 
Conversion 34% 46% 46-% Savings 3% 65-75 .. “i Ma , 96 76 
Conversion §% 1971 93% 93% Treasury 64% 1976 es ge .. 962 962 
Conversion 54% 1974 9I ort ‘Treasury 34% 77-80 fx a e, 94 73 
Conversion 6% 1972 95 95 Treasury 34% 79-81 bu Cé -» 69% 69 
Funding 32% 99-04 52$ 52% Treasury 5% 86-89 is is ey 72$ 
Funding 4% 60—90 94% 94% Treasury 5$% o8-12 T z 228 73% 
Funding 54% 78-80 83% 83% Treasury 2% y i gh oe “32$ 32$ 
Funding 54% 82-84 81% 81 Victory 4%.. D 2 ge ,, ode 984, 
Funding 54% 87-91 79% 79 War Loan 33% 47È 47 ts 
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Integration of the Profession 


SIR, — It is to be hoped that the myopia displayed by Mr 
I. A. Window in his letter in your issue of September 28th 
is not typical of the members of this profession; if it is there 
will be very little future for the profession to discuss. 

What I find particularly objectionable is his sweeping 
assertion that cost and works accountants in general are of 
a level of competence, experience and ‘position’ below that 
of chartered accountants; this cannot be based on any shred 
of evidence whatever. In my own personal experience I 
have encountered a number of cost and works accountants 
who are in general of a level of competence and experience 
above that of a number of chartered accountants that I have 
met, but this fact is neither relevanz nor appropriate to the 
momentous issue which is now under discussion. Mr 
Window’s arrogant suggestion that only those fitted by 
‘position’ and experience should be allowed to become 
chartered accountants will, one hcpes, be treated by the 
members of the Institute with the contempt that it deserves. 

Mr Window asserts that the most important factor of the 
scheme is its disastrous effect upon the practising side of 
the profession and then goes on to admit that he has read 
that 70 per cent of chartered accountants enter industry or 
commerce soon after qualification. The most important 
factor is the effect of the scheme on the whole membership 
of the Institute, including that majority which is employed 
in industry. Above all it is essential that members of the 
Institute take a far-sighted view of the development of their 
profession with the objective of strengthening it in all re- 
spects. If its level of competence and experience is raised, 
this will enure equally to the benefit of practising members 
as to that of the industrial members. For too long the pro- 
fession has looked at itself in the interests of the practising 
members only, and now that we kave an imaginative and 
objective series of proposals for developing it, a profession 
which prides itself on objectivity and impartiality should 
consider the proposals according y, rather than in the 
spirit of protecting narrow sectional interests. 


Yours faithfully, 


J. A. REDMAN, F.c.a. 
Ruislip, Middlesex. 


SIR, — In considering the scheme now before us, I wonder 
whether I am alone in disliking the repeated use of the 
indicative mood to describe matters which, so far as we 
know, have not yet reached the status of a fait accompli. On 
May 22nd, 1968, a resolution whica would effectually have 
ended the English Institute’s participation in the present 
scheme was defeated by less than 200 votes in a poll of 
11,681; on which showing the eventual attainment of a 
simple majority, let alone the requisite two-thirds majority 
to amend the Royal Charter and by-laws, cannot be pre- 
dicted with certainty. 

We are told that the existing multiplicity of accounting 
diplomas is confusing to the public, but this scheme can 
hardly fail to make confusion worse confounded. An 


H 


additional grade of ‘Licentiate’ (with a particularly ugly 
abbreviation) is proposed, whose members will be permitted 
to practise in England and Ireland but not in Scotland; the 
existing professional labels are in certain circumstances to 
remain, so that we are confronted with the prospect of 
firms of ‘Chartered, Incorporated and Certified Account- 
ants’. And further symbols are to be introduced into the 
List of Members, vhere J, *, f, tf, § and ø are already in 
use. 

A most disturbing feature (paragraphs 50-54) is the 
proposal to create different categories of chartered account- 
ants. The segregation of a minority of its members was 
accepted, not without misgivings, by the former Society of 
Incorporated Accountants as part of the price of ‘integra- 
tion’; wita the result that today the ‘Incorporated’ title, 
once respected in its own right, is no more. than an unhappy 
rump of the 1957 scheme whose significance even within 
the profession is not always understood. (There is a tale, 
not necessarily apocryphal, of an incorporated accountant 
who called at the offices of the Institute, and was told that 
he must have come to the wrong address.) Certain rooms 
in the old Moorgete Place building were designated, quite 
properly, Members Only: but one does not like the thought 
of the new premises offering ‘restricted’ and ‘unrestricted’ 
facilities. 

It is far easier for any professional society to control the 
terms on which candidates obtain their qualification than 
the use which may be made of it thereafter, and it 1s 
essential fas indeed the scheme recognizes) that no one 
should practise as a chartered accountant without a period 
of training in a professional office. ‘This is not to ignore or 
belittle the particular needs of the accountant not in 
practice, but it must ke acknowledged that employers in 
general have various safeguards and remedies which are not 
available to the ordinary client, investor or creditor. The 
allegedly restrictive nature of the articled system is not 
berne out by the action of other bodies in adopting it as 
one avente cf entry, and the stories of exorbitant premiums 
being paid to absentee principals are not less than a genera- 
tion out of date — although it would seem that not all of 
those who spoke on the Committee stage of the 1967 
Companies Bill were aware of this fact. 

The heading of section 8 of the scheme, ‘Legislative 
support’, is something of a misnomer, the section being in 
fact no more than a declaration of intent to seek such support 
if the sckeme as a whole is approved, with no guarantee 
that it could be obtained within a term of years or indeed on 
conditions. which the profession would accept. The title 
‘chartered accountant’ has been protected by the Courts 
at least since 1895 (Members’ Handbook, section E4, para- 
eraphs 15-17) and legislative privilege for the words 
‘accountant’ or ‘euditor’ is perhaps of lesser significance. 
A greater degree of selectivity by the Inland Revenue (as 
previously urged in your columns) would do more than this 
to curb the activities of the twilight practitioner. 

I am glad that the President, in his reply to Mr Hand 
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(September 28th issue) has spoken more fully of the posi- 
tion of the Scottish and Irish Institut2s; but, with respect, 
I am yet unconvinced that the constitutional and regional 
differences which undeniably exist sre either unique or 
insuperable — or indeed wider than those between the 
chartered and non-chartered bodies, The Irish Institute is 
surely not the only organization which has to function with- 
in the laws of both Ulster and Eirz: the differing lezal 
systerrs of England and Scotland do not prevent English or 
Scots chartered accountants from practising on the opposite 
side of the border, either alone or in partnership with mem- 
bers oC the native Institute: and there are several reputable 
academic and professional institutions who attract candi- 
dates -rom different territories, and whose syllabuses dee 
opiiors for alternative’ systems of law. It will not ‘add 
greatl to the strength and status of the profession in Great 
Britain and Ireland’, at least in the eyes of tae layman, if 
there is still no one body to speak for all chartered account- 
ants within these islands. 

The proposal to elevate the Institut2’s entry requirements 
is admirable, but is not in itself an inseparable concomitant 
of integration: nor is the combined University degree/ 
Institite membership course new in principle. The real 
objection to the ‘training contract’ for students in industry 
and the public service is its depender.ce on the participation 
of the particular company or organization, n impersonal 
entity which would be neither the student’s legal guardian 
nor subject to the jurisdiction of the Institute. We must 
consider the possibility either that one organization 
otherwise well-fitted to offer practical trainirg would 
hesitate to concede an element of authority over its em- 
ployees to the Institute, or that the Institute would Ard it 
necessary to withhold recognition of another: in both cases 
there would be embarrassment to tae Institute and to the 
intended ‘principal’, who, unlike his colleague in public 
practice, would not wield the ultimate authority within that 
organization. 

Certain qualities are very clearly associated in the public 
minc with the title of ‘chartered accountant’, Whenever 
the layman finds it necessary to distinguish one variezy of 
accountant, ‘chartered’ is the adjective which he most 
read ly uses: we have seen the adoption of this privileged 
title (sometimes with legislative support) in a number of 
overseas countries, whilst at hcme the Institute has 
occasionally received the left-handed compliment oF being 
blamed for the alleged shortcomings of non-members. 
Whether this stems from merit, prejudice, euphony, 
historical accident, or a fortuitous combination of all four 
is nət immediately to the point: it is a situation which in 
fact exists, and which it ill becomes any chartered account- 
on to imperil. Let the following figures speak for them- 
selves: 


(:) approximately two-thirds of those affected by the 
scheme are chartered accountants; 


(=) approximately 85 per cent of all practitioners holding 
qualifications recognized fcr the purposes cf the 
Companies Acts are chartered accountants; 


(3) approximately go per cent of all limited companies, 
and over 95 per cent of public companies, are audited 
by chartered accountants. 


The original Charter of the Institute in England and 
Wales was granted essentially for the protection of the public 
by the elevation of the accountency profession and the 
prcmotion of the efficiency and usefulness of its members, 
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and whatever value attaches to the title of ‘chartered 
accountant’ must depend upon the maintenance of public 
confidence. Chartered accountants have every justification 
for examining the scheme by this standard, as without that 
confidence all other considerations are of secondary 
importance. 
Yours faithfully, 
M. BARRADELL, LL.B., F.c.A. 
Pinner, Middlesex. 


SIR, ~ It was surprising, to say the least, that the President 
of the Institute found it necessary to write to you in the 
way he did (your issue of September 28th). 

After ell, the Council has had its say ~ in great detail and, 
it would appear, at considerable expense ~ and ought now, 
for a little while, allow members to argue the matter 
amongst themselves without too much official intervention 
or ‘guidance’ from the top. 

One is left with the uneasy feeling that one is about to 
be sold down the river. 

I am, sir, your obedient servant, 


London WTI. DAVID KROLL, F.c.a., F.A.C.C.A. 


Sir, — I hope that members of The Institute of Chartered 
Accountants in England and Wales will appreciate that the 
objections of myself and my colleagues published in 
the Institute’s September Newsletter were limited severely 
by the space available in such media. Some of the 
points we omitted were covered by our remarks at 
the annual meeting and this particularly applied to our 
views on members in industry. The President leaves the 
impression that we have slighted members in industry 
and particularly those in the Coal Board. A re-examination 
of what we said in the Newsletter and at the annual 
meeting will, we are sure, show that this is the opposite of 
our views. We consider that chartered accountants training 
in a practising office and subsequently working in industry 
have estabiished a uniquely high status and we object to 
the scheme and its sponsors implying, as does the President, 
that the members of these other bodies have anything like 
comparable status. We suggest the President should go 
further and publish a genuine case study of accountants in 
the Coal Board. He tells us that there are 100 chartered 
accountants with the Board; let us now have a comparison 
between their status and remuneration and the substantial 
number of ‘accountants’ employed by the Board who are 
members of the other bodies. Let us also know how many 
students, employees of the Coal Board, register with one or 
other of these other bodies each year, and let us know what 
happens io them between registration and their dis- 
appearance from the statistics often before they take any 
examination. 

Many of our views are admirably put by Mr Hand in his 
letter published in The Accountant of September 2rst. 
It is refreshing to know that these views are being kept alive 
at Council and district society level and that thereby mem- 
bers can hope that, despite the ‘steamroller’, a flow of 
information and comment is assured on this fundamental 
question of whether we are prepared to give ‘Chartered 
Accountancy’ to so many and so varied a collection of 
people. 

Yours faithfully, 
D E. T. TANFIELD, F.c.a. 


Bridgnorth, Shropshire. 
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Sir, — I have read several letters written by qualified 
accountants on the subject of integration of the accounting 
bodies. I think some attention should be devoted to the 
students’ viewpoint. As part of the intended integration it 
would seem fitting to examine comprehensively the present 
system of training clerks — in particular to review. the 
contract of articleship between principal and student. 

Mr Hand acknowledges that through bad training many 
chartered. accountants never really make the grade, and 
this is true whether they have been trained in large or small 
firms. I feel that the prime reason for this is the anachronistic 
system of articles to which all students are tied. By signing 
the document of articles the clerk 1s attaching himself to 
that principal for the total service of his articles. Obviously 
the clerk may transfer his articles, but this requires a 
further contract to a new principel. This system imposes a 
restraining influence on any competitive element for this 
type of work. The effect of this stete of affairs will probably 
be borne out in the clerk’s disinterested attitude to his 
work. The ACCA run a perfectly satisfactory system of 
apprenticeship whereby a clerk can transfer his service from 
one employer to another, providing an accountant always 
supervises his training period. Could this not.be done for 
the ACA student? | 

My experience of the articles system appears to be an 
exploitation of the clerk by the principal. There is very 
little education by the principal; it is very much a case of 
self education by the student. For too long students have 
been offered a bread and butter wage by firms of chartered 
accountants. This is proven by the fact that, on qualifying, 
salaries instantly rise by £700 or more. Are we to believe 
from this that the clerk is now capable of a more com- 
mercial and acceptable output? 

The Institute’s regard for its prospective members can 
be measured by the number of communications which the 
average articled clerk receives during his apprenticeship, 
firstly on commencing his articles, and secondly as he 
passes or fails each exam. A stucents’ society does exist 
but it is not that society which the clerk aspires to join. 
How is the bond between the clerk and the Institute of 
Chartered Accountants to be further cultivated? Let us 
produce 2,400 good accountants each year, not just a lot of 
successful examination candidates. The students are the 
prospective members of the future. so why does the Insti- 
tute not aim at grooming them well for the part they must 
play? i 

Yours faithfully, 


London SW3. D. HILL. 


Sir, — Mr Hand, in your issue of September artst, stated 
at some length his objections to the proposed scheme for the 
development and integration of the profession: 

One of his main objections appears to be that, in his 
opinion, certified and cost and works accountants are 
inferior to chartered accountants and their admission as 
chartered accountants would therefore ‘weaken’ the 
enlarged Institute. 

As a registered student of the Association I should like 
to comment on the various arguments, as regards certified 
accountants, put forward by Mr Hand in support of this 
claim. 

The suggestion that because certified students take a 
longer time to obtain their qualification and that there is a 
high ‘wastage’ rate, they are therefore inferior to students 
of the Institute, seems to me to be illogical as it presupposes 
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that the standard required by both examining bodies is the 
same. Mr Hand is possibly a little out of touch with 
examinaticns, pass rates, and other matters of particular 
interest to students. As a student, I think it fair to say that 
the certified examinations are generally considered to be 
more difficult than chartered examinations. The average 
pass rate at the Institute’s Final examination is approxi- 
mately 50 per cent against under 20 per cent for the 
Association’s Final examination. The fact that the As- 
sociation has a higher ‘wastage’ rate surely supports this. 
One should also remember that certified students do not 
normally receive the generous pre-examination study leave 
entitlements which articled clerks do. 

The further suggestion that certified accountants tend 
to occupy subordinate positions of a routine nature surely 
requires scme justification. A brief glance through your 
classified advertisement columns will show that most of the 
senior positions in industry are offered to ‘qualified’ 
accountants and are not reserved for chartered accountants. 
If certified accountan-s occupy subordinate positions and 
perform only the most routine of duties, why are not 
these senior positions offered only to chartered account- 
ants? . 

An analysis af the auditors of public companies, as 
suggested by Mr Hand, would obviously disclose that the 
vast majority of their auditors would be chartered rather 
than certified accountants, Is this really surprising when one 
considers that, Irish and Scottish Institutes included, there 
are nine chartered accountants to every two certified 
accountants? When cne considers that the Chartered 
Institutes are the oldest bodies of accountants in Great 
Britain, it must be remembered that until fairly recently 
the existence of other bodies of qualified accountants was 
virtually unknown. Clients are reluctant to change their 
auditors at the best of times, even in cases where there is 
good reason to dc so, and it is therefore not surprising that 
chartered accountants retain a lion’s share of the larger 
audits. Under the circumstances I would think it far more 
surprising if any >ublic company had as auditors a firm of 
accountants who were other than chartered accountants. 

Similar remarks apply to the number of certified ac- 
countants holding directorships and the position of com- 
pany secretary wizh public companies. 

Allowing that some certified accountants do occupy 
subordinate and routine positions in industry, what does 
this prove? That they did not deserve their qualification? 
That their qualification was too easily obtained? No, it is 
more likely that they lack ambition, drive and enthusiasm — 
qualities which cannot be gauged in an examination room. 
There are many accountants of all bodies in similar positions. 
Does this matter? After all, all qualified accountants’ 
cannot become directors, managers or partners. Some would 
not wish to be. A professional qualification gives the holder 
the opportunity to attain these top positions but whether he 
uses this opporturity or not is an entirely personal choice. 

Fortunately the Board of Trade has a sufficiently high 
opinion of certified accountants as to recognize their 
qualification for the purposes of section 161 of the Com- 
panies Act 1948. Similarly, their qualification is recognized 
under the Building Societies Act 1960, the Solicitors Act 
1957 and the Friendly Societies Acts; but apparently not 
by Mr Hand. Surely this is really the point. Mr Hand 
objects to the admission of certified accountants en bloc 
as he considers that the test of fitness for the Institute 
would therefore be membership of an ‘inferior’ body of 
accountants. But if the body to which they already belong 
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empowers them to carry out all the functions of a profes- 
sional accountant (no chartered accountant has wider 
powers) then Mr Hand’s objections become untenable. 
For practical purposes, only chartered and certified 
accountants enjoy full practising rights, which indicates 
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that these rights are not afforded to all accountants ir- 


respective of their ability and training. Clearly, the Board 


London NW6. 
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of Trade sees little difference between these qualifications 
and I would suggest that, in fact, there is little difference 
between them — except, perhaps, in the minds of certain 
weem 3 the older accountancy bodies. 


Yours faithfully, 
A. S. WILLIAMS. 


Problems of Change in Industry 


Views of IRC Managing Director at Hull Dinner 


HANGE in British industry and 
society and a need for modern 
techniques in industry were referred 
to by Mr C. H. Villiers, managing 
director of the Industrial Reorganiza- 
tion Corporation, in proposing the 
toast of The Institute of Chartered 
Accountants in England and Wales at 
the annual dinner of the Hull, East 
Yorkshire and Lincolnshire Society 
of Chartered Accountants held at the 
University of Hull on Friday of last 
week. Mr W. B. Hall, F.c.a., President 
of the Society, was in the chair. 
Speaking of the relationship of ‘The 
Institute of Chartered Accountants in 
England and Wales with British in- 
dustry, he said Mr Dixon was the first 
industrialist to become President of 
the Institute. Without the Institute’s 
help industry would be unable to 
know what its production costs were, 
what its return on capital would be, 
how much tax it had to pay and what 
increasing expenditure it could afford. 


Necessary changes 


Change, Mr Villiers said, was regarded 
by some people with horror and by 
others as a useful instrument for 
accelerating development. Many people 
believed that changes were necessary 
in order to compete with overseas 
trade. 

Everyone present knew that mer- 
gers, amalgamations, take-overs and 
movement of business were necessary. 
Much of it happened on its own but 
there were many areas of industrial 
society where some stimulation was 
necessary. 

Referring to the fishing industry, 
which he said was so much part of the 
life of Hull, Mr Villiers said it was an 


industry dealing with {100 million 
of fish a year of which some £20 million 
was landed from foreign-owned ves- 
sels and which had to be paid for in 
foreign exchange. 

In the past it had been an immensely 
profitable industry but, for some years 
now, it had been subsidized and today 
many of the companies, especially in 
the deep sea fleet, felt that there was 
no money in it and that the time was 
approaching when they would have to 
stop fishing and leave the market to 
the heavily subsidized foreign fisher- 
men. ‘That, declared Mr Villiers, 
would be a national disaster and the 
IRC, in accordance with the authority 
given it by Parliament, carefully sur- 
veyed the major companies and asso- 
ciations in the larger fishing ports of 
the United Kingdom. 


Need for mergers 


The IRC believed that in the fishing 
industry there would always be room 
for the small man, probably as a 
specialist. But today’s conditions re- 
quired some, but not all, of the deep 
sea companies to regroup into units 
capable — in terms of size and manage- 
ment — of applying modern industrial 
methods to this valuable and time- 
honoured business of fish catching. 
Mr Villiers said that the IRC had 
discussed a plan to achieve this with 
the Minister of Agriculture and 
Fisheries, who had linked the recently 
announced new subsidy to progress in 
efficiency and rationalization. 
Responding, Mr Stanley Dixon, M.a., 
F.c.A., President of the Institute, said 
that they could be certain that this 
year would go down in the annals of 
the Institute as one of considerable 


significance. Commenting on the fact 
that a President had been elected from 
industry, he said that those who went 
into industry felt they could make a 
contribution to the profession and 
they could not be debarred from 
administering its affairs. If members 
looked in the List of Members they 
would find the names of many 
members in industry who serve on 
the Council. 

Another important change which 
was taking place, said Mr Dixon, was 
in the practising side of the profession 
where members had begun to realize 
that they could make a positive con- 
tribution to the affairs of their clients, 
either by setting up as a consultant, or, 
what he thought was still more im- 
portant, by helping clients to prepare 
budgets, by advising them what would 
happen if they incurred this or that 
capital expenditure and helping them 
to control the management of their 
business. 


Learning from one another 


Those who went into business 
could not now be said to have gone out 
of the profession. He believed that 
those in the practising side and those 
in industry had much to learn from 
each other. 

The basic question was: were they 
one profession or two? The fact, he 
said, that the Institute had this year 
elected its President from industry was 
an outward and visible sign of what 
the Council thought the answer should 
be. 

Mr W. B. Hall proposed the toast 
of the guests and Mr A. C. Durie, 
Director-General of the Automobile 
Association, responded. 
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London Chartered Accountant Students’ 


Course at Oxford 


HERE was a new feature at the recent London Char- 
tered Accountant Students’ Residential Course at 
Oxford. Certain periods usually allocated to discussion 
within the groups and the procedure at some plenary 
sessions were this time different from any previous occasion. 
These changes were arranged by Mr P. A. Greenhalgh, 
B.SC., of Binder, Hamlyn, Fry & Co, who devoted 
the first of the sessions in which he addressed all those on 
the course to a description of network planning and its pur- 
poses. He then asked the groups to divide into syndicates 
and to prepare a ‘case study’ in network planning on the 
subject of ‘planning a summer holiday abroad’. Each group 
was given a transparent slide on which the group leader 
drew and wrote the results of the discussions among the 
syndicates. At the following plenary session, the slides were 
projected on to a large screen in the Taylor Institution, 
explained in detail by the group leader and then discussed 
and analysed by Mr Greenhalgh. 
This 14th residential course to be held at Balliol 
and Trinity Colleges, Oxford, started at lunch time oa 
Thursday, September 19th, and ended at tea time on 


Sunday, September 22nd. Mr J. A. Jackson, F.c.a., a Vice- 
President of the Society and a member of the Council of 
the Institute, was Course Chairman. 

The first paper, delivered on the Thursday afternoon in the 
Taylor Institution, was on the subject of ‘Marketing’, when 
the speakers were Messrs A. B. MacColl, C.A., A.C.W.A., 
P. A. R. Puplett, M.A., G. Eastwell, M.A., and P. Swiney, 
M.A., all of Cooper Brothers & Co. Marketing covers a 
number of distinct activities whose relative importance 
varies with the type of business. These activities were 
described in some detail and reference was also made to 
the place of marketing in corporate planning; the informa- 
tion management needs to plan and control marketing 
in order to make profits; and the company accountant’s 
contribution to marketing. The speakers illustrated the 
talks with charts. 

Many questions were submitted to the lecturers and 
were discussed in open meeting. 

The first part of the paper on ‘Network planning’ was 
delivered early on the Friday morning and discussion did 
not finish until late that night. Before the lecturers’ com- 





Some personalities in the quadrangle of Balliol College, Oxford. Seated (/eft to right) : Messrs J. A. Jackson, F.C.A., Chairman of the 
Course ; A. B. MacColl, C.A., A.C.W.A., Lecturer; G. R. Appleyard, F.C.A., President of the Society ; Professor A. F. Muchin, Professor 
of Accounting and Statistics, The Moscow Institute of Foreign Affairs 


Standing (/eft to right): Messrs D. W. Bridger, B.A., Member of the Committee; D. J. Trillo, B.A., Group Leader; Miss E. Ann Dent, 

Vice-Chairman of the Committee ; Miss J. C. Taylor, Society's staff; Messrs S. A. Aqueel, M.Com., Group Leader; H. E. Polehampton, 

B.A., Group Leader; G. Eastwell, M.A., Lecturer; J. R. Brooks, B.Sc., Group Leader; J. M. Graham, B.Sc.(Econ.), Group Leader; 

P. Swiney, M.A., Lecturer; Derek du Pré, Secretary of the Society; S. H. Eastoe, F.C.A., A.C.I.S. Lecturer (nearest camera); R. O. B. 

Barnes, B.Sc., Group Leader (behind); P. A. R. Puplett, M.A., Lecturer (nearest camera) ; R. F. Thomas, Group Leader (behind) ; 
C. Tanous, Accountancy ` Mrs A. Shelmerdine, Society's staff 
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mentary in the Taylor Institution on the slides prepared by 
the groups — mentioned above — two films were shown: 
‘Critical path in use’ (British. Productivity . Council) 
and ‘Critical path’ (Costain). Both these films illustrated 
points made by the lecturer. 


Nock corporation tax appeal 


The whole of the Saturday morning was devcted to a mock 
corporation tax appeal in the Taylor Institution, when 
the commentator was Mr S. H. Eastoe. F.c.aA., A.C.LS., a 
partner in Amsdon, Cossart & Wells. 

The session was ‘opened with a general escieees of 
those taking part, and an explanation of the backgrcund 
and procedure by the commentator. The ‘appeal’, which 
was heard by ‘Special Commissioners’, commenced with 
the presentation of the case on behalf of zhe ‘appellant 
company’. 


The ‘Inland Revenue case’ was then presented in reply | 


by ‘HM Inspector of Taxes’ after which the representative 
of the company had an opportunity of replying and advanc- 
ing any further argument in rebuttal of points made by the 
‘Inspector’, 

The audience took advantage of opportunities for asking 
questions and formulated their own decisions on the case. 
The ‘Special Commissioners’ delivered their decision and 
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the session was closed with a final summing tp by the 
commentator. | 

After a service in Balliol College Chapel on the Sunday 
morning, members went to the Arlosh Hall, Manchester 
College, where Mr Antony Hopkins, who is well known 
as a musician and broadcaster, gave a light-hearted explana- 
tion of some of the problems of writing music for the theatre, 
films and radio, entitling this ‘Noises off!’. 


Future of the profession 


The Sunday afternoon has traditionally been devoted to 
discussion on the Society’s affairs, but this time the Com- 
mittee had decided that the subject should be different. 
There was, instead, a general discussion on the future of 
the profession. As Mr Jackson was unfortunately unable 
to stay on the Sunday, the chair for this occasion was taken 
by Mr David G. Richards, F.c.a., Vice-Chairman of the 
Committee of the London and District Society of Char- 
tered Accountants. He was supported on the platform by 
Mr A. J. Cartmell, Chairman of the Committee, Miss Ann 
Dent, Vice-Chairman of the Committee, and Mr 1. Michael 
Middiemas, a.c.a., Chairman of the Union of Chartered 
Accountants Students’ Societies. 

This proved to be a time of brisk discussion when many 
questions were put to those on the platform. 


Business Game for Chartered 
Accountant Students 


ARLIER this year The Institute of Chartered Acccunt- 

ants in England and Wales started, with great success, 
a business game for sixth-formers. Now, with the co- 
operation of the Institute and International Camputers Ltd, 
the Union of Chartered Accountants Students’ Societies is 
providing an opportunity for students to par-icipate in this 
interesting and instructive management exercise. 

The game is to take place in Birmingham on Friday and 
Saturday, December 6th and yth. It will start at ọ a.m. on 
the Friday and will continue, on a Xnock-ouz system, until 
7 p.m. on the Saturday. Those teams which aze knocked out 
will play off against other ‘losers’ in parallel with the second 
heat and final. 

To cover administration costs, each participant will be 
charged an enrolment fee of one guinea. The participant 
will also have to pay his own travel and board expenses, 
but it is estimated that the cost of accommodation will not 
be more than £5 for the two nights of Thursday and 
Friday. 

In the periods between board meetings, during which 
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decisions are processed and report forms printed out, 
lectures on examination and general topics will be given, 
which will be attended by all the participants. 

Students are asked to contact their local student society 
should they wish to participate, as the student sccieties are 
being used as the basis of the team structure. 


Value of a management exercise 


As every student knows, commercial companies are led by 
a management team called the board, consisting of a chair- 
man, a managing director and a series of directors each with 
a different responsibility ~ the financial director, the 
director responsible for production, the sales or marketing 
director and so on. 

What is perhaps less well known is that the divisional 
interests represented by each member of the board are 
often at variance with one another, so that business manage- 
ment consequently requires intelligent compromise in 
order that the company as a whole may prosper. Changes 
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in circumstances require imaginative response coupled with 
reasonably quick decision-making. 

The business game enables participants to experience in 
simplified form the actual processes involved in decision- 
making at boardroom level. It is found that. as the game 
progresses and the teams become acclimatized to the ‘feel’ 
of it, a new understanding of and interest in the role of 
management develops, with lively discussion and the 
emergence of a real sense of team-work within the board. 


The play 

The exercise consists of a series of-games or ‘heats’. Each 
heat involves a time period of 16 months, making four 
quarterly moves by the team - these moves are known as 
‘plays’. An initial move is made bv the organizers before 
the heats commence, so that teams have a company 
‘history’ to take into account, as well as current figures. 

At the outset of the exercise, 27 teams of students are 
involved, these being divided into groups of three. The first 
‘heat’ will be played off within these nine groups which 
consist of company A, company B and company C playing 
against each other. 

The winner from each group will be the company which, 
after its four plays against the other companies in its 
group, emerges with the highest income. 

The further heats follow this logical progression. Nine 
winners play in three groups of three companies, and after 
four plays three winners go on to the final. ` 
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The boards will not exceed 15 and its members will be 
grouped to represent the individual directors mentioned 
abcve. The board will not include members of the Institute 
nor more than three members of the student society’s 
committee(s). 


Basic information and ‘moves’ 


At zhe start of the neat each company receives a report form 
representing its position after one ‘move’. All three com- 
paries in the group commence in a similar position. It is on 
the basis cf this commencing information that decisions for 
the next period wll be made. The report form, produced 
by the camputer at the end of each period, shows the 
results of decisiors made by each team and their inter- 
action. When each report form is received by the team, the 
next period’s (play’s) decisions are made, based on the new 
informatian received. 

These decisions involve the company’s marketing ex- 
penditure, its research and development expenditure and 
the selling price of its product. 


Adjudication 

Part of the value of this game is the report of the adjudicator 
on each section of the game. Members of the Institute will 
be acting as adjud-cators, and every ‘board’ will receive in 
writing a report on its performance. Thus, no team, at what- 
ever stage of the game iż is eliminated, will be left without 


the means for a boardroom discussion on the decisions it 
made. 
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PROFESSIONAL NOTICES 


Messrs. BROOKING, HOLMES & Co, 
of Basingstoke; LAWRENCE, MAYES & 
Co, of Basingstoke; and BERRY, WEEES, 
Brooxine & Co, of Winchester, 
announce that they have amalgamated 
their practices as from October rat, 
1968 The new firm will practise under 
the name of Brookinc, LAWRENCE & 
Co, at Lloyds Bank Chambers, Basing- 
stoke; Northgate Place, Staple Ger- 
dens, Winchester, and 80 High Street, 
Andover. The partners in the new 
tirm are Mr W. J. LAWRENCE, F.C.A., 
Mr A I. HOLMES, F.c.a.; Mr A. C 


EN 


BROOXING, F.c.A.. Mr D A. MAYES, 
A.C.A., Mr R. R. DALE, 4.¢.A., and Mr 
P. G. DURRANS, F.C.A. 


Messrs CHENNELL, GiLBopy & Co, 
Certified Accountants, of ras Dyke 
Road, Hove, Sussex, ennounce that 
Mr J. N. H. JOURNEAUX F A.C.C.A,, 
has found it necessary to retire from 
the firm at extremely short notice 
to take over his family business 
in London. The practice will now 
be carried on by the three remaining 
partners. 


Messrs Cooper BROTHERS & Co, 
and Coopers & Ly3R4ND announce 
the retirement from thei: Uganda firm 
of Mr Top MuLso MACKENZIE and 
Mr COLIN STANLEY CARTER. 


Messrs COOPER BROTHERS & Co and 
Coopers & LYBRAND announce that 
Mr DAVID ANTHONY NALE has been 
admitted to partnership in Paris. 


Messrs Cooper BROTHERS & Co and 
Coopers & LYBRAND announce that 
Mr MALCOLM Davin EWARC Foster 
has been admitted to partnership in 
‘Teheran. 
. Messrs ` DELOITTE, 
GRIFFITHS -& Co, 


FLENDER, 


and Messrs. - 


DELOITTE, PLENDER, HASKINS & SELLS 
announce the admission into their 
Italian partnerships, as from October 
Ist, 1968, of Mr A. R. Murray, A.C.A., 
a senior member of their staff. Mr. 
Murray is resident in Milan. 


MESSRS DELOITTE, PLENDER, 
GRIFFITHS & Co, and DELOITTE, 
PLENDER, HASKINS & SELLS announce 
that the address of their Newport 
office is now Chartist Tower, Dock 
Street, Newport, Mon. NPT 8WT. 


Messrs DELOITTE, PLENDER, HASKINS 
& SELLS announce the admission into 
their Swiss partnership, as from 
October 1st, 1968, of Mr J. E. Evans, 
GA. Mr Evans has previously served 
as amember of the staff in London 
and also in Zürich, where he is now ` 
resident. 


Mr JOSEPH GREEN, F.c.A. and Mr 
EDMUND GREEN, F.C.A., who are prac- 
tising as MEREDITH, GREEN & Co, 
Chartered Accountants, at 8 St Dun- 
stan’s Lane, London EC3, announce 
that Mr STANLEY A. SCHIFF, M.A., 
F.C.A., has joined them in partnership 
as from October ist, 1968. 


‘Messrs THOMSON Mol mroc & Co, 


October 5th, 1968 ) 


Chartered Accountants, of 33 King 
William Street, London EC4, aa- 
nounce that Mr GERALD BRADLEY, C.a., 
retired from the partnership on Se2- 
tember 30th, 1968. 


. Messrs WHINNEY Murray & Co, 
Chartered Accountants, of 175 West 
George Street, Glasgow, announce 
that Mr Donan G. SUTHERLAND, 
C.A., has been assumed as a partner as 
from October ist, 1968. Mr J. 
RAYMOND JOHNSTONE, C.A., retired 
from the partnership on that date to 
take up an appointment as managing 
director of Murray JOHNSTONE & Co, 
an unlimited company formed by 
WHINNEY Murray & Co. 


Messrs WHITTAKER BAILEY. & Co, 
Chartered Accountants, of South- 
ampton, announce that Mr R. 
MICHAEL GORDON, A.C.A., has been 
admitted a partner as from October 
rst, 1968. 


APPOINTMENTS 


Mr C. K. Leek, Sea, has been 
appointed to the board of Allied 
English Potteries Ltd. 

Mr Eric Dunkerley, A.C.A., has been 
appointed managing director of Kirby’s 
Ltd. | 





Mr F. B. Harrison 


Mr E. Dunkerley 


Mr F. B. Harrison, F.C.A., ckief 
accountant of the North Derbystire 
Area for the National Coal Board, has 
been appointed finance director of zhe 
Board’s Coal Products Division with 
effect from November rst. 


Mr H. Norris, F.c.a., has been 
appointed a director of British Smelter 
Constructions Ltd, the new company 
set up by Amari Ltd, John Brown 
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Engineering (Clydebank) Ltd and 
George Wimpey & Co'Ltd. 

Mr A. A. Pescott-Day, F.C.A., has 

Ges appointed financial cont roller of 
o Nordic Burner Products Ltd. 

SN D. N. d Stokes-Harrison, 
A.C.a., has been appointed chief 
accountant of the Ryland group of 
companies. 

Mr C. P. Wallace, M.A., A.A.C.C.A,, 
has been appointed a director of J. & P. 
Coats Ltd. . 

Mr G. E. Wotherspoon, c.a., has 
been appointed chairman of Lawleys 


Ltd and has also been appointed to the 
board of Allied English Potteries Ltd. 


OBITUARY 
-Ronald Edward Davis, F.C.A., 


The death’ occurred ‘on September 


15th, at the age of 58, of Mr Ronald 
Edward Davis, F.C.A., a director of 
Thorn Electrical Industries Ltd. 
Admittec to membership of The 
Institute of Chartered Accountants in 
England and Wales in 1933, Mr 
Davis joined Thorn in 1943 as chief 
accountant. He was appointed secre- 
tary in 1946 and the following year 
joired the main board. Due to ill- 
healzh he retired in 1967 from full- 
tim2 duties, but remained a director. 
Mr Davis was a resident of Enfield 
for most of the twenty-five years he was 
with ‘Thorns and had only recently 
moved to a flat in London. He leaves 
a w-dow, a són and a married daughter. 
In a tribute, Sir Jules Thorn, 


| chairman and managing director of the 


company, said that Mr Davis was a 
friend and colleague who played a 
notable part in the growth of the 
company over the years. He was a 
quizt, unassuming but decisive man 
who will be dearly missed in the City 
and by all his SSES on the Thorn 
board. 


DOUBLE TAXATION ~ GRENADA 


The agreement emending the ar- 
ranzement made with Grenada in 1949 
was published on September 25th as a 
schedule to a draft Order in Council. 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND 
WALES 
President’s Lunchecn 


The President, Mr S. Dixon, and 
members of the Council of The 
Institute of Chartered Accountants 
in England and Wales gave a luncheon 
in honour of the Lord Mayor of 
London at Cutlers’ Hall on Wednes 
day. 

The guests were The Rt Hon. the 
Lord Mayor of London, Sir Gilbert 
Inglefield, The Lord Mais of Walbrook 
(Master of the Cutlers’ Company), 
Lieut-Colonel and Alderman and 
Sheriff G. S. Incledon-Webber, Mr 
C. R. Whittington (the Chamberlain), 
Mr Deputy D. L. Clackson ‘the Chief 
Commoner), Mr R. C. Deith (Chair- 
man, Gresham Committee), Mr Deputy 
Eric Wilkins (Chairman, Barbican 
Committee), Mr Desmond Heap (the: 
Comptroller and City Solicitor), Mr 
Deputy Rodway Stephens, Mr G. A. 
Peacock (the Remembrancer), Rear- 
Admiral P. N. Howes (Private Secre- 
tary to the Lord Mayor), Mr. E. G. 
Chandler (the City Architect), Mr 
R. S. Walker (the City Surveyor), 
Brigadier R. H. S. Popham (the 
Swordbearer), Brigadier P. J. E. 
Clapham (the Common Cryer and 
Serjeant-at-Arms), and Mr G. H. 
Mitchell (Clerk of the Cutlers’ Com- 


pany). 
Technical Advisory Committee 


The 156th meeting of the Technical 
Advisory Committee of The Institute 
of Chartered Accountants in England 
and Wales was held at The Painters’ 
Hall, Little Trinity Lane, London 
EC4, on Thursday, Septemter 26th. 
There were present: Mr H. G. 
Sergeant (in the chair). Messrs.G. F. 
Appleton, R. B. Arrowsmita, G. Bar, 
B. E. Basden, B. H. Buckley, D. C. 
Burling, P. J. Cavanna, N. Chapelow, 
M. A. Charlton, J. R. Cuthbertson, 
N. J. Edwards, W. F. Edwards, 
N. Cassleton Elliott, R. Firth, C. R. P. ` 
Goodwin, E. G. Hill, H. Hudson, 
H. B. Huntington-Whiteley, G. Maeer, 
D. Napper, E. R. Nicholson, R. D. 
Pearce, B. G. Rose, N. Sheppard, 


FINANCE for Purchase, Practice or Partnership i 


(Intarest 13% above Bank Rate on reducing balance) 


APPLY 


J. 


INCORPORATED INSURANCE BROKERS 


Tel. 01-242 4375 


W. SLEATH & CO LTD 


58 Theobald’s Road, London WC1 
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F. A. Sheering, D. H. Slade, K. R. 
Stanley, A. G. Thomas, G. Thompson, 
T. I. F. Tod, G. H. Vieler, G. S$. 
Warburg, R. F, Watkins, E. Watts and 
J. A. P. Whinney, ‘with Mr G. A. 
Slator, Secretary to the Committee. 
Messrs M. R. Harris and S.P. 
Wilkins attended by invitation. 


Membership 


It was reported that Mr R. H. Taylor 
had been appointed to the Council of 
the Institute. 

The Committee expressed its ap- 
preciation of the services of the follcew- 
ing members who had retired from zhe 
Committee: Messrs C. I. Bostock, 
D. W. Pursglove, and R. H. Taylor. 

The Chairman welcomed the follow- 
ing new members: Messrs P. J. 
Cavanna, N. Chapelow, H. Hudson 
and E. Watts. 


Matters considered 


Consideration was given to reports and 
memoranda on: 
Proposed Companies Bill roto- 
70: auditors, accounts, and other 
aspects. 
Group accounts. 


Future meetings 


Meetings of the. Committee were 
arranged for 2 p.m. on Thursday, 
November 23th, and ‘Thursday, 
January 30th, 1969. 


PROPOSED INTEGRATION 
SCHEME 


‘Next Week's Meetings 


The following local discussion meet- 
ings of members of the various 
accountancy bodies have been arranged 
for next week. Members must produce 
their copies of the scheme to gain 
admission. 


The Institute of Chartered 
Accountants in England and 
Wales 


Monday: 

Colchester, The Officers’ SC 6 for 
7 pm. 

Carlisle, County and Station Hotel, 


Court Square, 5.30 p.m. 





10 Lloyds Avenue, 
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Tuesday: 
Kendal, County Hote:, 7 p.m. 


Wednesday : 

Preston, Bull and Royal Hotel, Church 
Street, 7 p.m. 

Newcastle upon Tyne, Mecca Ball- 
room, 4 p.m. 


Thursday: 

Manchester, New Century Hall, Cor- 
poration Street, 5.30 p.m 

Burnley, Sparrow Hawk Hotel, Church 
Street, 7 p.m. 


Thé Institute of Chartered 
Accountants of Scotland 

Thursday: 

Glasgow, McLellan Galleries, Sauchie- 
hall Street, 2 p.m. 


The Association of Certified 
and Corporate Accountants 


Monday: l 

Newcastle upon Tyne, Lecture 
Theatre No. 1, Schcol of Physics, 
Newcastle University, 5.30 p.m. 
Wednesday: 

Leeds, Great Northern Hotel, 
Wellington Street, 6. 45 p.m. 
Thursday: 


Hull, Royal Station He tel, 7.30 p.m. 


The Institute of Cost and 

Works Accountants 

Wednesday: 

Cardiff, Institute of Engineers, Park 
Place, 6.30 p.m. 


The Institute of Municipal 
Treasurers and Accountants 

Council members will attend the 
following branch and section meeting, 
when the scheme will be discussed. 
Friday: 

West of England Associates, Taunton, 
11.30 a.m. 


LONDON AND DISTRICT 
SOCIETY OF CHARTERED 
ACCOUNTANTS 


Evening Meeting 
The first evening meeting of the Lon- 


don and District Society of Chartered 
Accountants: for the present session 


will be held next Thursday, October 


FULLER, HORSEY, 


SONS & CASSELL 
London EC3 
01-709 0101 


SALES & VALUATIONS 


FACTORIES, PLANT & MACHINERY 
Established [807 
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roth, at the Little Ship Club, Bell 
Wharf Lane, Upper Thames Street, 
Lendon EC4, at 5.45 p.m. when Mr 
G. H. Vieler, F.c.A., will speak on “The 
Finance Act 1968’. : 


LIVERPOOL SOCIETY OF 
CHARTERED ACCOUNTANTS 
A one-day course on the 1967-Com- 
panies Act is to be held by, the Liver- 


‘pool Society of Chartered Accountants 


on November 14th at the Prince of 
Wales Hotel, Southport, when the 
speaker will be Mr D. G. Richards, 
F.C.A. 

The fee for the course is {2 ro 
ard applications to attend should be 
sent to the Society’s secretary, Mr A. 
Green, F.C.A. 5 Fenwick Street, 
Liverpool.2. (Post code L2 ONZ.) 


THE ACCOUNTANTS’ CHRISTIAN 
FELLOWSHIP ` 


The monthly meeting for Bible read- 
ing and prayer will be held at 1 p.m. 
on Monday next, October 7th, at the 
Church of St Peter-upon-Cornhill, 
London EC3 (entrance in Cornhill, 
near Gracechurch Street). The scrip- 
tuze for reading and thought will be 
1 Peter, Chapter 5, verses 1 to 4. 

A similar meeting will be held at 
the same time in the vestry of St 
Giles-in-the-Fields, St Giles High 
Street, London WC, 


BRITISH: COMPUTER SOCIETY 
Seminar in London 


A one-and-a-half-day seminar entitled 
‘Business decision 68’, is to be held by 
the British Computer Society from 
November 21st to 22nd at the Royal 
Lar.caster Hotel, London Wa The 
seminar is designed for those in senior 
managerial positions who need to 
acquire and maintain an appreciation 
of computing and its place in business 
operations. 

Applications to attend should be 
addressed to the conference depart- 
ment, The British Computer Society, 
23 Dorset Square, London NWT. 
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Land Commission's First Report 


N the financial memorandum to the Land Commission Bill the 

gross yield of levy, on the basis of a 40 per cent charge, was 
estimated at £80 million in a full year. This figure was derived 
from estimates that the total value of land needed for development 
in any one year, including development value, would be £400 
million; but it was not expected that the sum of £80 milion would 
be reached for four or five years because of transitional arrange- 
‘ments. 

Even so, the report and accounts of the Commission for the 
14 months ended March 31st, 1968, will come as something of an 
anti-climax. Stated briefly, during this period no land was in the 
actual possession of the Commission and proposals had been 
approved for the acquisition of no more than some 1,590 acres at 
en approximate market value of {5-7 million, although it is 
claimed that a further 800 acres have come on to the market as a 
result of the Commission’s inquiries. 

Assessments of levy amounted to less than £2 million and fhe 
amount collected during the period to less than £500,000. In the 
words of the Chairman, Sir Henry Wells, the figures make ‘pretty 
dismal reading’. And to make matters worse the cost to the tax- 
payer was £2,383,354, including the cost of services provided by 
other Government departments. 

But these disappointing results will not be totally unexpected. 
In the first period much time was necessarily devoted to prepara- 


tory work, the recruitment and training of staff and the setting-up 


of the organization. Builders and developers had taken advantage 
of provisions in the Land Commission Act which allowed exemp- 
tions from levy in respect of transactions occurring before April 
6th, 1967, so that 2 two-year supply of building land was already 
exempt from levy. Consequently, for several months a-ter the Act 
came into operation on April 6th, 1967, there was very little 
market activity in land for development. Moreover, following a 
chargeable transaction, a period of some seven months may elapse 
before levy falls due for payment, while an appeal has he effect of 
postponing payment still further. 

But the Commission has not been inactive. Land cannot be 
bought until it has been found. The demand for land and its 
availability for development has had to be ascertained and the 
ownership and suitability of land allocated for development 
investigated, particularly in the “pressure areas’ such as London 
and the Home Counties, the West Midlands and the North West 
of England. ‘This survey provides little evidence that land suitable 
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for development is being held back by speculators. 
Most of it is already held by builders and developers, 
while much of the land allocated by planning authori- 
ties has been found to be unsuitable for development 
either because of physical difficulties or because — 
surprisingly enough — it consists of ‘back gardens of 
houses etc.’ which are unlikely to come on ro the 
market. 

Land shortage is primarily a matter for the Minister 

of Housing and Local Government who has asked 
local planning authorities in the south-east to allocate 
more land for development over the next few years and 
to maintain contact with the Commission. But it is 
clear that the Commission themselves are very con- 
scious of the need for some relaxation of planning 
policies before they can operate on a useful scale in the 
areas of greatest need where such policies tend to be 
most restrictive. Where no land is available for develop- 
ment, the Commission may be prepared to apply for 
planning permission and begin the process of compul- 
sory purchase concurrently. 
_ It is also reassuring to learn that the Commission 
will not seek to acquire compulsorily or by agreement 
land suitable for immediate development which is 
already in the hands of builders, provided it is likely 
to be brought into development, with reasonable speed 
and subject, of course, to such development not out- 
stripping the schools, roads, sewerage and other 
utilities which go with it. 

In their disposal policy the Commission will bear in 
mind particularly the need to ensure that reasonable 
opportunities for acquiring land are given to the smaller 
builders. In many cases the Commission think that this 
objective will best be secured by offering the land for 
competitive tender to selected firms which are able 
to satisfy the Commission that they have a need for 
land and are in a position to carry out development in a 
reasonable time. The Commission do not, however, 
propose to use this method to the exclusion of other 
methods. In particular they wish to make it known to 
builders and developers that they will be prepared to 
consider acquiring land on behalf of a particular firm, 
if necessary by compulsory purchase, where the firm 
is able to satisfy the Commission that it has a prior 
claim which justifies a sale without competition, as 
where land is required to round off a scheme or the 
developer. has been negotiating unsuccessfully for land 
over a long period without competition from other 
firms. 

Paragraphs 52 to 55 of the Commission’s report refer 
to extra-statutory concessions, particularly in relation 
to plots of land bought for single houses between 
September 23rd, 1965, and April 6th, 1967. Under the 
Land Commission Act the price paid for land bought 
in this period is not to be taken into account for the 
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assessment of betterment levy; but as a result of repre- 
sentations made by the Commission the Government 
has decided to allow the purchase price of single plots 
to be taken into consideration in assessing levy, 
whether the purchaser has subsequently built a house 
or disposed of the land. 

As is now well known, the Commission has two 
main functions: (1) that of acquiring, managing and 
disposing of land suitable for development; and 
(ii) that of assessing and collecting betterment levy. 
Receipts and expenditure. in connection with the first 
furction are paid into or out of the “Land Acquisition 
and Management Fund’ which, in accordance with 
Treasury directions, comprises a trading account, a 
profit and loss accourt and a balance sheet. Since no 


_Jand transactions were completed by March 31st, 


1968, there are no entries in the present trading account 
but future accounts will show the proceeds of sales of 
land compared with the cost of land sold. The surplus 
in the treding account will then be taken down to the 
profit and loss account where it will be set against the 
expenses. 

In the present profit and loss account expenses 
amount to {1,103,630 and as there is no surplus from 
the trading account this figure is also the net deficit 
for the year. The balance sheet shows advances of 
[1,089,000 from the National Loans Fund (formerly 
the Consolidated Fund). 

When the Commission acquire land or property, 
the price they pav is reduced by the amount of any 
betterment levy which the vendor would have to pay 
if he sold to any other purchaser; but when the Com- 
mission dispose of property they will normally do so 
at full market value. On a sale they will thus realize 
both a surplus resulting from work done by the 
Commission or a general increase in market values, 


and a surplus broadly equivalent to the levy assessed. 


The Commission have been legally advised that the 
whole of this surpius will not be treated as the collec- 
tion of levy so as to be paid over to the Exchequer, but 
will normally be retained in the Land Acquisition and 
Management Fund and be available for meeting ex- 


' penses and financing further land transactions. 


Receipts and payments in connection with the assess- 
ment and collection of levy are shown in the betterment 
levy account. For the first period the assessments of 


_levy amounted to £1,646,320 and the sums collected 


to £461,628. Payment of levy was postponed in two 
cases and payment by instalments was accepted in four 
cases of hardship. In addition there is the Land 
Commission vote account which shows the funds 
provided annually by Parliament to meet expenses 
relating to the ccllection of betterment levy. Pro- 
visional figures of net vote expenditure during 1967—68 


total £1,408,554- 


_ October 12th, 1968 ` 


FINANCE ACT 1968 


The Special 
Charge —IV 


EEING that special charge is confined to the single 

tax year 1967-68 and is at rapidly escalating rates, 
it would be doubly unfortunate for an individual who 
received more than a year’s income in that year. The 
problem arises in a less acute form in surtax where 
provision for relief is made by section 238 of the In- 
come Tax Act 1952 as amended by section 17 (3) and 
Schedule 4 to the Income Tax Management Act 1964. 
Special charge has its own provisions for relief in 
section 46 of the Finance Act 1968. 

The general rule is contained in subsection (1) which 

deserves to be quoted in full (our italics): | 

(1) Where, on a claim being made, the Board are 
satisfied as respects any assets that the income from the 
assets represents more than the income which would be 
attributable to a period of one full year if the income were 
deemed to have accrued from day to day, the Board shall 
in ascertaining aggregate investment income for the 
purposes of this Part of this Acz make such reduction, if 
any, as may be appropriate to secure that there shall be 
taken as representing the income from the assets an 
amount equivalent to a full year’s income therefrom. 

‘Section 240 (1) of the Income Tax Act 1952 shall 
apply for the purposes of this subsection as it applies for 
the purposes of section 238 of that Act (corresponding 
provision for surtax).’ 

Suppose that a taxpayer kas among his various 
assets two holdings, each of 10,000 7 per cent 
cumulative preference shares in two companies and 
that each company, being in arrear, declares and pays 
five years’ dividends in 1967-68. This means that 
£7,000 is included in his aggregate investment income 
for 1967-68. In such a case no doubt the Inland 
Revenue would reduce the {£47,000 to £1,400, being a 
full year’s income for those assets. Suppose now that 
the same taxpayer also owns 100,000 7 per cent 
cumulative preference shares in a third company which 
is unable to pay a dividend in 1967-68 but which pays 
two years’ dividends in 1g68-69. The equitable 
approach would be to bring in a year’s dividend 
(£7,000) for the purpose of the special charge, but the 
Revenue are not allowed to do this. CS 

It is true that satisfying the Revenue is a condition 
precedent to any relief, but that satisfaction is confined 
to the specific assets on which the taxpayer chooses to 
claim. There is no provision for any kind of equitable 
set-off in respect of other assets where less than a full 
year’s income has been received. 
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Suppose that the Revenue say they are not ‘satisfied’. 
Has the taxpayer any right of appeal to the Appeal 
Commissioners? In this connection it is interesting to 
compare section 46 (1) with section 37 which contains 
the new estate duty rule as to exemption of Guter vivos 
gifts which are part of the deceased’s normal expendi- 
ture. For those purposes the facts have to be shown ‘to 
the satisfaction of the Board or, on an appeal under 
section 10 of the Finance Act 1894, of the ccurt enter- 
taining the appeal’. This was put in, no doubt, to nullify 
the Northern Ireland decision in A.G. v. Heron (38 
ATC 3) on the corresponding wording in section 59 (2) 
of the Finance (1909-10) Act 1910. 

For the purposes of section 46 (1) it is arguable that 
there is nonetheless an appeal from the Inland Revenue. 


They conceded the fact in relation to certain stamp duty 


relief claims, in Leigh Spinners Ltd v. CIR (35 ATC 58), 
Central & District Properties Ltd v. CIR (45 ATC 169) 
and a number of other cases. 

The wording of section 46 (1) follows very closely 
the wording of section 61 of the Finance Act 1968, the 
only material difference being that unlike section 61, 
section 46 is not confined to income taxed at source. 
This is a remarkable fact for that wording has caused 
the utmost confusion, as is illustrated by the long course 
of litigation in Fenwick v. CIR (29 ATC 357; 31 ATC 
212; 31 ATC 377 and 32 ATC 287) whica involved 
two hearings before the Special Commissioners and 
four Court hearings, which dragged on until 1953. 

The facts of the Fenwick case were simplicity itself. 
The confusion arose purely from the wording of section 
61, which is now once more inflicted on the taxpaying 
public and their advisers. One thing which does emerge 
clearly from the litigation is that the expression ‘a full 
year’s income’ does not necessarily involve any appor- 
tionment on a day-to-day basis, notwithstanding the 
reference to such day-to-day accrual in the earlier part 
of section 46 (1). The Inland Revenue have a wide dis- 
cretion in arriving at ‘a full year’s income’. They may 
look to the income from the assets in previous years. 
But as indicated above, it is the taxpayer who initiates 
the inquiry and who chooses the specific assets. The 
Revenue have no corresponding power to increase the 
income from any other assets for the purposes of the 
special charge. 

Under ordinary income tax rules, where a person 
receives a royalty etc. in respect of the user of a 
patent — the user in question extending over a period of 
two complete years or more — that person is entitled to 
have his income tax and surtax liability reduced on the 
footing of spreading the royalty back over the period 
of accrual, up to a maximum of six years (Income Tax 
Act 1952, section 472). This relief under section 472 
does not affect the amount of the taxpayer’s income for 
tax purposes, and therefore the relief granted by sec- 


472 


tion 472 would not automatically operate for the 
special charge. For this reason section 46 (2) of the 
1968 Act makes special provision. For section 46 (2) 
to operate it is not necessary for the taxpayer to have 
made a section 472 claim. Section 46 (2) provides that 
if he could make a section 472 claim, then he may 
claim under section 46 requiring that the royalty be 
reduced, in arriving at his aggregate investment in- 
come, by dividing the royalty by six or such less number 
as would apply for section 472. Of course if the royalty 
is earned income it is not brought into aggregate invest- 
‘ ment income at all. 

When the Finance Act 1963 introduced a new 
system of charging income tax on rents and similar 
income from real property, it provided for tax to be 
imposed in respect of premiums received. Since ob- 
viously such premiums represented more than one 
vear’s income, there was provision in Schedule 6 to 
that Act for what is called ‘top-slicing’, i.e. a compli- 
cated method of reducing the tax by a notional spread. 
Such top-slicing relief does not reduce the income 
of the taxpayer. Here again, there is provision for 
parallel relief from special charge. Section 46 (3) pro- 
vides that where a person’s investment income in- 
cludes an amount in respect of which a Schedule 6 
claim could be made, then he may claim under section 
46 that the amount be reduced to the yearly equivalent 


of that amount, as defined in paragraph 1 of Schedule ` 
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6, less any sums deductible under paragraph 3 (1) (a). 

Tt is not only the person assessed who can make 
claims uader section 46. Any person who has borne or 
is liable to bear the special charge in respect of the 
income in quest:on either by assessment or under 
Schedule 15 (recovery from trustees) may make the 
claim (section 46 (4) ‘a)). Claims have to be made to 
the Inland Revenue (zbid. 46 (4) (6)), and in the 
ordinary way must be made before April 6th, 1974. 
However, where the s3ecial charge assessment is made 
after April sth, 1373, then the time limit is extended 
to the end of the assessment year following that in 
which the assessment is made (zbid. 46 (4) (c)). 

The Revenue are not given any power to extend the 
time limit. Section 9 of the Income Tax Management 
Act 1964, applies to tae claim as it applies to income 
tax. This means that if the Inland Revenue’s adjudica- 
tion of the claim is not satisfactory, the claimant can 
appeal to the Spezial Commissioners. The time limit 
for this is 30 days after the receipt of written notice of 
the Revenue’s decision. Thus postal delays do not cut 
down the 30 days, as they do in the case of a notice of 
assessmert. 

If, as a result of a section 46 claim, any special 
charge is repaid, then any interest paid to the Revenue 
on that amount of charge is also to be repaid (section 
46 (5)). 


‘To be continued.) 





Current 
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Council Statement on Special Reports 


PART from their regular occupation of supplying 

simple, streamlined, ‘good housekeeping’ audit 
reports after a great deal of complicated work behind 
the scenes, accountants are often called upon to give 
other services to clients which require as the end- 
product some form of report with, in many instances, 
the wording prescribed and with only some blanks to 
be filled in. These documents can be dangerous traps 


for the willing but unwary practitioner because, on 
occasion, they fail to define precisely the relationship 
between Oe accountant, the client and the third party 
who wishes the information. They also may make 
demands on the accountant beyond his normal range 
of professional knowlecge. 

To help practitioners to resolve this dilemma when 
it arises, the Council of The Institute of Chartered 
Accountarts in England and Wales has just issued a 
statement which we reproduce in this issue. In it the 
Council defines the general principles which govern 
the preparation ani form of these reports; considers. 
the practical difficulties likely to be encountered when 
undertakicg such work and the question of the person 
to whom such reports should be addressed; and 
concludes with a number of recommendations which 
summarize the points elaborated. 

While some of the Council’s precepts may seem 
elementary, under conditions of pressure it is some- 
times the obvious which is overlooked and most 
practitioners will welcome having available a statement 
which sets out so clearly the scope of their responsi- 
bilities in a special:zed field of reporting where their 
willingness to serve their clients may possibly run 
counter to their qualifications to do so. 
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Move to Stop Chartac Succeeds 


HE motion to rescind the resolution passed at the 

annual meeting of The Institute of Chartered 
Accountants in England and ‘Vales instructing the 
Council to issue a free journal to members at least six 
times a year has been carried. 

Voting on the poll taken on Thursday of last week 
was 8,902 for the resolution and 5,713 against. Mr 
H. T. Nicholson, F.c.a., and the 132 co-requisitionists 
of the special meeting held on August 2gth have there- 
fore realized their intention — expressed in a letter in 
The Accountant of August 3rd — of stopping the pro- 
posed ‘free journal’, Chartac. 

At the annual meeting the resolution for a free 
journal was carried by 6,088 votes to 5,717 — a majority 
of 371 in a total of 11,805 votes cast in-person or by 
proxy. The poll on the specific motion to rescind that 
resolution has produced a majarity of 3,189 in a total 
of 14,615 votes cast. 


Resignation from Institute Council 


HE resignation of Mr S. C. Hand, ¥.c.a., of 

Sheffield, from the Council of The Institute of 
Chartered Accountants in England and Wales was 
received with regret at a meeting of the Council 
held on Wednesday of last week and reported on other 
pages of this issue. 

Mr Hand served his articles with Whinney, Smith 
& Whinney (now Whinney Murray & Co) and was 
admitted to membership of the Institute in 1933. He 
was a member of the Technical Advisory Committee 
from 1946 to 1948 serving on the taxation sub- 
committee, and in March 1956 was elected to the 
Council. He was a member of the Disciplinary Com- 
mittee and the District Societies Committee, and had 
been vice-chairman of the Internal Services Com- 
mittee since December 1966. In 1966-57 he served as 
President of the Sheffield and District Society of 
Chartered Accountants. 

A director of Henry Boot & Sons Ltd, property 
developers and building and civil engineering con- 
_tractors, of Sheffield, Mr Hard was chairman of the 
National Federation of Property Owners from 1960 
to 1963, having been a member of the executive from 
1946. He was chairman of the Federation’s Rent, 
Rates and Taxation Committee-for six years up to 1960. 

Recently, Mr Hand wrote at scme length in 
the correspondence columns of The Accountant on the 
proposals for the development and integration of 
the profession, and a reply from the President of the 
Institute was published tke following week in 
the September 28th issue. 


Certificates of Giro Balances 


HE Institute of Chartered Accountants in England 

and Wales has ascertained the procedure for obtain- 
ing certificates of National Gro account balances for 
accounting or audit purposes. i 
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The National Giro Centre will require the written 
authority of the account holder. This may be specific 
to one date or in general terms, instructing the Giro 
Centre to issue certificates at the request of the account- 
ants or auditors until further notice. If the account 
holder gives the general authority, the Giro Centre 
will accept requests from. the professional firm which 
may take the form of a standing instruction for issue of 
certificates on prescribed dates. 

Applications from professional firms should be made 
by letter quoting the date(s) at which the balance is to 
be certified, the customer’s name and account number 
and any particular account identification, e.g.. 601 3702, 
John Smith & Co, Collection Account. 

The certificate will be posted from the National Giro 
Centre on the day after request is received or the date 
of the balance to be certified if this is later. In the 
absence of any other direction, the certificate will be 
sent to the professional firm but it is helpful if the 
accourt holder’s authority includes this ins-ruction. 

There is a charge of 5s for the provision of each 
certificate. This will be debited to the Giro Account 
in respect of which the certificate of balance is being 
provided. 


National Accounts Data 


CONOMIC planning is now as much part of life in 

modern society as is the motor-car or aeroplane. 
Effective economic planning is possible only on the 
basis of reliable information and the possession of 
techniques which permit fluctuations in the various 
economic indicators to be correctly interpreted. 

While predictive techniques may still fall short of 
what is needed, as far as the reliability of the basic 
data is concerned, the past decade has seen a very real 
improvement — particularly in the field of national 
income and expenditure statistics. A thorough-going 
appraisal of the sources and precision of these statistics 
is provided by the second edition of the 12-year-old 
National Income Statistics: Sources and Methods pro- 
duced by the Central Statistical Office in en-arged form 
under the new title National Accounts Statistics: 
Sources and Methods (HMSO, price 45s). 

Three aspects in particular will be of interest to the 
accountant. The first 1s the effort now made to evaluate 
the precision or accuracy of the published statistics. 
There are three classifications, A, B and C, which 
denote margins of error of under 3 per ceat, between 
3 and 10 per cent and over 10 per cent, respectively. 
What is striking is that the bulk of the data derived 
from internal sources falls into the first two categories. 

The importance of the corporate sector of the 
economy necessitates reliable estimates. The book 
contains an extended discussion of the problems of 
measuring company profits and the conceptual difficul- 
ties of distinguishing the contribution to the gross 
national product of financial companies and industrial 
undertakings. It is noteworthy that published estimates 
of stock value changes are graded C in respect of their 
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reliability. Profits figures for the latest years are in 
category B, but those of earlier vears for which it has 
been possible to make revisions, are graded A. 

Every accountant knows the importance of reliable 
stock valuations and how errors can affect the profits 
figure, quite apart from any waste of money involved 
for the concern in failing to keep its stocks at the opti- 
mum level. The national income statisticians have to 
try and separate out the stock value appreciation from 
the real change and, as this study reveals, there are 
serious difficulties which necessitate a series of various 
assumptions and approximations. The result, as the 
authors concede, is that such estimates ‘should be 
regarded as subject to a wide margin of error’. 


More Decimal Currency Facts 


N estimate that at least 6,500 million {sd coins 

will have to be withdrawn and replaced . with 
decimal coins by the end of the United Kingdom’s 
change-over period to decimal currency is given in a 
new Decimal Currency Board booklet, Britain’s New 
Coins (HMSO, price 1s), published recently. 

The booklet, the third to be issued by the Board, 
dismisses the argument that a decimal coin equivalent 
to 6d (2} new pence as it is expressed under the 
decimal system) should be introduced when the change- 
, over begins on D-Day, February 15th, 1971. The 
Board say that practical experience shows that coins 
ending in fractions are more difficult in a decimal 
system, slowing payment and increasing mistakes. 
They list the sixpence for withdrawal at the end of the 
change-over period (not later than August 1972) along 
with the other remaining coins, the 1d and 3d pieces. 

Each of the new decimal coins is illustrated and 
described in detail, and a useful time-table is given of 
the various coinage changes. Some of the considera- 
tions involved in the choice of denominations and the 
design of the coins are also dealt with. The historical 
background to Britain’s coinage is outlined and the 
links traced between the old and the new currencies. 


Industrial and Provident. Societies 


To was a net increase of 495 in the number of 
industrial and provident societies in 1967 according 
to Part 3 of the Report of the Chief Registrar of Friendly 
Societies, now published (HMSO, price 8s). 

The report records that proceedings were taken by 
the Registrar during the year against ten societies and 
their officers for failing to submit annual returns under 
the 1965 Industrial Provident Societies Act. Sum- 
monses against one society and its officer were with- 
drawn and eight societies were successfully convicted 
as well as the officers with one exception, where the 
officer was granted an absolute discharge. In the 
. remaining case the society received an absolute 
discharge, but its officer was convicted. 

Of the 688 societies registered during the year, 577 
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were hcusing societies and of these 251 were co- 
ownership societies where the property is owned 
collectively by the members who each occupy ac- 
commodation under a tenancy or lease granted by the 
society. A total cf {28 million was spent on building 
and development during the year and at the year end 
the value of land and buildings amounted to {108 
million. 

At the end of 1967 there were 8,640 industrial and 
provident societies with membership totalling more 
than 154 million and total funds of over £944 million. 
Two thousand four aundred of these societies were 
housing societies, 1,709 were societies connected with 
agriculture and over 3,300 were clubs. However, the 
bulk of che business of all societies was again trans- 
acted by the ‘Co-op’ shops and departmental stores. 
The sales of co-operatrve shops in 1967 at £1,048 million 
showed z fall of 2 per cent compared with 1966, The 
average dividend which they paid on sales to members 
fell from 8d to 7d in the £. 


Questions in Parliament 


T question time 3n Monday, Mr Arthur Lewis 
Labour, West Ham North) is to ask Mrs Barbara 
Castle, Secretary of State for Employment and 
Productivity, to refer to the Prices and Incomes 
Board the case of a person being allowed a {9,149 
expense allowance on « salary of £9,635. He will also 
ask the Chancello- of the Exchequer on the same day 
whai action he is taking to prevent people in general 
from being allowed tc claim £9,149 expenses on a 
salary of £9,035. 

Ir another ques-ion to the Chancellor Mr Lewis will 
ask whether the criteria adopted by his department of 
only permitting cividend increases above the norm 
when a binding commitment had been made prior to 
the 1968 Budget applies to all such dividend increases. 
He is to ask for a list of companies permitted to increase 
their dividends and those refused such permission. ` ` 

On Tuesday, Wr Kenneth Baker (Conservative, 
Acton) will ask the Chancellor what proposals he is 
cons-:dering for reform of close company legislation. 
Mr Robert Sheldon (Labour Ashton-under-Lyne) will 
ask the Chancellor what studies he is making of the- 
effec: of taxation on incentives. 

In another question on Tuesday, Mr Gwilym 
Roberts (Labour, South Bedfordshire) is to ask the 
Chazcellor what estimates he has made of annual yields 
from wealth taxes directed at wealth in excess of 
£20,000, and if he will introduce an autumn Budget 
to tax wealth. 


Local Authority Rents 


EW of the controversial reports from the National 
Board for Prices ard Incomes have evoked quite 
the discussion generated by its findings and recom- 
mendations on local authority housing rents, which 
formed the subject-matter of Report No. 62 published 
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A systems analysis appreciation course was held by The Institute of Chartered Accountants in England and Wales at Churchill 
College, Cambridge, from September 28th to October 1st. The course provided useful instruction for members in various systems 
analysis techniques including flow charting, management mathematics, work control, quality control, and management methods. Top 
picture, /eft to right: Messrs J. R. Whyte, CA ; N. C. Jenkinson, A.C.A.,; K. M. Taylor, B.Sc.(Econ.), A.C.A. ; R. A. C. Gregory, F.C.A. ; 
M. A. Brecknell, B.Sc.(Econ.), A.C.A.; I. L. Jones, A.C.A., and K. Griffiths. Middle pictures. Left, /eft to right: Messrs J. Holdroyd, 
A.C.A.: G. R. H. Clemons, A.C.A., F.C.W.A.; B. L. Briggs, and Miss B. Kong, A.C.A. Right: Mr M. C. Ashill, F.C.A., an Under-Secretary 
of the Institute (centre), talks to Mr H. Hart, B.Com., F.C.A. (/eft), and Mr R. D. Mullins, F.C.A. Lower picture shows members at 
one of the sessions. 
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last April. Now the controversy may well be given a 
new stimulus with the publication of the Statistical 
Supplement (Cmnd 3604 — I) to that report (HMSO, 
price 16s). 

The supplement eschews any comment on the find- 
ings; it is merely concerned to show the statistical 
bases of the PIB’s recommendations in the April 
report. The data are based upon two inquiries. The 
first was a ‘general’ inquiry based upon the replies of 
1,193 local authorities each of which had more than 
500 dwellings for letting at the end of March 1966. 
Between them they owned 460,000 dwellings which 
represented 10 per cent of all local authority dwellings 
in Great Britain. This particular survey provided the 
statistical framework for assessing the results of the 
inquiry into the rent increases proposed by 22 authori- 
ties, whose decision to raise rents had been referred to 
the Board. 

In the financial year 1967-68 the average weekly 
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rent (after rebates) in England and Wales was approxi- 
mately 35s 8d, compared with only 17s 5d in Scotland. 
Between 1965-66 and 1967—68 rents increased by 3s 4d 
in England and Wales, but by only 1s 3d North of the 
border. Tenants in the London boroughs have, on 
average, experienced higher increases than tenants in 
other parts of the country. The age of the stock of 
houses under local control is a significant factor in 
determining the level of rents. Where the percentage 
of pre-war to post-war houses is less than 30, the 
average 1968-69 rent was 40s 8d compared with 315 2d 
where the corresponding proportion was over 20. 

The supplement notes that the effect of the Board’s 
recommendation of annual maximum increase in rent 
of 7s 6d represents, over two years, an increase on 
average rentals of 42 per cent. This is linked with the 
finding that only 2:5 per cent of all authorities even 
contemplated increases as high as 40 per cent in the 
same period. 





This ts My Life 


by An Industrious Accountant 


qe recent Institute statement on the subject of 
qualified audit reports made interesting reading and 
the US International Study Group has written 
sapiently on the same theme. It’s a pity such master- 
pieces weren’t available twenty-odd years ago. In those 
primitive days it just wasn’t possible to provide 
adequate evidence of the existence of certain assets, 
and our auditors certainly didn’t seem to regard 
100 per cent verification as important. 

There’s stock-in-trade, for example. We used to take 
stock, in theory, after close of business on the last day 
of the year, in the cool leisure of the evening. The night 
would be filled with music from the buzzing comp- 
tometers, and the cares that infest the day — or the 
customers, in other words — had silently crept away. 

In practice the picture was different. Chaos, in 
formalized shape, reigned. Between the Christmas 
shopping shambles and the January sales struggles 
when stock was at its minimum, we counted it. As this 
operation was long drawn-out it was necessary to 
record separately, with careful cross-referencing, items 
listed as stock on, say, the 28th but sold on the 2gth. 
Likewise items listed on the 29th before sale on the 
30th, and so on. 

The heavy maroon stock-books accordingly bore 
page after page of quantities of frocks, attache-cases, 
or perambulators, quantified, described, priced, and 
totted in detail. From their totals were then deducted 
those taken from dog-eared scarlet notebooks of ‘late 
sales’ accumulated counter by counter in hasty 
scribbles. Still further to confuse the issue, we added 
back to stock the totals of assorted green notebooks 


listing goods sold on the "st from sections not stock- 
checked till the 2nd, and so on. 

No auditors ever attended these stocktakings. No 
lynx-eyed arbiters stalked down the aisles with incisive 
requests to test-check those seven mink stoles or those 
32 electric razors. Nobody asked why we used 13 green 
notebooks this year compared with 19 last year, and 
why weren’t they numbered consecutively or even 
initialled by cross-checkers. Not a bit of it. 

When the auditors arrived a month or so later, 
they solemnly impounded all the stock records and a 
small army of articled clerks settled down to the drud- 
gery of ‘all tots and three major extensions per page’. 
True, they did sometimes test the prices. ‘Please, Mr 
Trevor, may we see the original purchase invoices 
showing cost prices of these twinsets? Why do you 
price them less 74 per cent?’ 

There was, however, the historic occasion when 
skulduggery was suspected in ‘Jewellery and Acces- 
sories’, and we did a crash stock-check in May, 
followed by another in October, but none at the year- 
end because progress seemed satisfactory. We discussed 
matters with the auditors, but they didn’t come. It 
was an internal problem, they suggested ; their presence 
wasn’t necessary. 

Possibly they were appalled by the mélée of the 
week-end crash job, of cut-off screens and scrawled 
tickets and feverishly-scurrying staff. Anyhow, they 
said that book figures — if approved by management — 
would be accepted. 

They’re more interested nowadays, but still only in a 
token attendance to observe the control procedure, 
because distributive stocks must be checked on the run 
but their verification can only be accepted as nominal. 
Of course, our system has changed completely. 
Efheiency is our watchword now — the muddling- 
through years are gone. 
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Objective Bases for Making 
Miateriality Decisions 


HE purpose of this article is to give the response 

of an American accountant tc the recent statement 
on materiality issued by The Council of The Institute 
of Chartered Accountants in England ard Wales and 
reproduced in The Accountant of July 27th, 1968. 

Traditionally the primary factor in determining 
whether or not an item was material has been ‘the 
judgement of the accountant’. The statement issued by 
the English Institute should be helpfel to the ‘ac- 
countant by bringing to his <ttention many items 
(especially those listed in paragraph g) that should be 
considered in exercising that judgement. Any further 
statements which the Council cen give the accountant 
to help him make his decision on a more objective 
basis should result in the publication of more useful 
and more reliable financial statements. 


Undoubtedly the concept of materiality is one of the - 


greatest of the accountant’s unsclved prcblems. We in 
America are also struggling with the question. Con- 


siderable research is being dore on a private basis. ` 


The research division of one of the professional 
organizations is endeavouring to find a solution to 
the matter. | 


Research on materiality 


A study made some time ago by the present writer may 
be interesting to British accountants. Questionnaire 
cases were used in the study and were answered by 
public accountants, comptrollers, Robert Morris 
associates, investment bankers, teachers of accounting, 
and others. The study showed that relative amounts 
were more useful than absolute amounts for the purpose 
of deciding whether or not an item was material. (‘This 
finding is in agreement with paragraph 7 of the English 
Institute’s statement.) There was also a fair degree of 
uniformity among the answers of the respondents as 
to what base should be used in decermining the 
relative amount for a particular type of decision. But 


there was a considerable difference of opinion as to 


where to place the dividing line (expressed as a per- 
centage of the base) between a relative. amount which 
was material and one that was not material. For 
example, in making the decision as to whether the gain 
made by a manufacturing company on the sale of two 
buildings and equipment was material and therefore 
should be shown separately, tke majority of the res- 
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pondents felt that the relationship of the gain to the 
current year’s income was the most important factor 
in making the materiality decision. However, the 
dividing line between a material gain and an immaterial 
one differed considerably, depending upon the type of 
respondent. 

An analysis of the responses showed the weighted 
average dividing line to be as follows: 


Per cent of current income 





National CPA’s 147 
Local and regional CPA’s LG 
Comptrollers Gi 
Robert Morris associates §+3 
Investment bankers 5'5 
Professors of accounting Lo? 
Others ER 
Weighted overall average 10°8 








This tabulation indicates that considerable difference 


exists in judging materiality of the gain in question. 
For example, if the gain were o per cent.of current 
income the investment banker would be likely to 
consider the item material and expect it to be set out 
separately in the financial statements. The national 
CPA (and perhaps the typical local CPA) would regard 
the gain as immaterial and would see no need for 
special handling of the item. 

It seems clear that as long as such differences: in 
opinion exist, financial statements are less useful. to 
their readers then they otherwise could be. One group 
does not know how the other group thinks on matters 
involving materiality decisions. 

It is recommended that for each major type of 
materiality decision an official guideline for deter- 
mining the materality of an item should be established. 
No plea is made for a single percentage (e.g. Io per 
cent) to be set so that all items above 10 per cent are 
material and those below are immaterial. Instead it 
would be desirable to establish an area of doubt for 
each type of materiality decision. In the case of the 
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gain on the sale of fixed assets, this range.could be 8 to . 
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12 per cent. If the item were below 8 per cent, it 
should be considered immaterial; if it were above 
12 per cent, should be regarded as material. Any 
item in between the two limits could be considered 
material or immaterial, depending upon the sur- 
rounding circumstances. An accountant would be 
expected to follow the recommended guidelines unless 
he could justify departure from them (the burden of 
proof is upon him). 


Procedure for determining guidelines 

We need to avoid the practice which says ‘Materality 
decisions are based on judgement of the accountant’. 
Different judgements give different opinions, with the 


result that the reader of financial statements cannot. 


depend upon any degree of uniformity. Instead we 
must have a definite guideline set by a central board for 
each major type of materiality decision. Steps which 
could be taken are as follows (using gain on sale of 
fixed assets as an example): 


(x) Prepare a case-study questionnaire, giving a 
condensed balance sheet and an income state- 
ment (not including the extraordinary item) and 
give the surrounding circumstances. 


(2) List six to eight different amounts of gain from 
the sale of fixed assets. 


(3) Send the questionnaire to a representative 
number of practising accountants, security 
analysts, bankers, etc. 


(4) Ask each respondent to indicate which of the 
gains he considers material and which he con- 
siders immaterial. Also he should be asked to 
give the base he considered most important in 
making the decision. 


(5) Analyse resulting answers to determine the 
dividing line (expressed as a percentage of the 
base) between a material gain and an immaterial 
one as indicated by the average respondent. 


(6) Set an area of doubt (expressed percentagewise) 
around the percentage determined in step 5. 


(7) The area of doubt thus determined (for example, 
8 per cent to 12 per cent) should be officially 
established by the Council (or other controlling 
board) as the basis for making materiality de- 
cisions under circumstances similar to those in 
the case given. 


(8) Where appropriate, objective adjustment factors 
(to move the area of doubt to a higher or lower 
percentage) should be established where sur- 

_ rounding circumstances are significantly different 
from those in the original case study. 


(9) Accountants and-others should be expected to 
follow the guideline which is officially established 
unless they could justify departure therefrom. 
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The result ? 


Tze immediate reaction of most accountants to such a 
proposa! is that ‘we want to exercise our judgement and 
ncz to be bound bv rules or guidelines’. But until 
judgements become more dependable, we should not 
rely on this procedure for making materiality decisions. 
As it is now, for a given situation one qualified ac- 
countant may say an item is material and another 
qualified accountant may say it is not. Who is right? 
Nobody knows for sure. That is why we need definite 
guidelines in order that the two qualified accountants 
are more likely to reach the same decision and so that 
readers can place more reliance on financial statements 
in so far as materiality decisions are concerned. 

The net result of establishing a guideline for each 
major type of materiality decision should be: 


(1) Accountants who make materiality decisions will 
feel more confident in the correctness of their 
dexisions. 


(2) Those who study financial statements and ac- 
counting data can place greater reliance on the 
reported figures. 

(3) Teachers of accounting will have a better basis 
for teaching those who in future years will 
make materiality decisions and those who will 
use financial data affected by these decisions. 


Conciusion 


Because of the wide range in judgement by accountants, 
objective guidelines should be established to aid in the 
making cf materiality decisions. 

A guideline should be officially established (by a 
processional organization or a governmental unit) for 
each major type of materiality decision. Responses by 
accountants and others to questionnaire cases should be 
basts for the guideline. 

The guideline should include: 


(a) A base (the most important factor with which 
the item in question will be compared). 


(E) An area of doubt (expressed as a percentage of 
the base). Items below the lower limit of the 
area would be considered immaterial and those 
abcve would be considered material. For the 
given circumstances, items between the limits 
could be considered either material or not 
material. 


(c) Where appropriate, the percentages in the area 
of doubt should be changed on an objective 
basis if surrounding circumstances were sub- 
stantially different from the standard case 
situation. 


Accountants should be expected to follow estab- 
lished guidelines unless they could justify departure 
therefrom. 

The result of the establishment and use of guidelines 
should be more reliable financial statements for those 
who use them. 
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Personal Loan 
confidence. Loans are repaid month- 


interest charges qualify automatic- 


holidays... etc. Just write to our 
ly over an agreed period, while the 
ally for Income Tax relief. For full 
Personal Loans Department AT. 


details write to 
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It can be a problem any time — 


shortage of money. And when it’s 
needed for something worthwhile, 
who's there to turn to? Lombard 
Banking. A Bank Loan from £100 
upwards can be arranged to tide 
you over your temporary shortage of 
finance. For, say, medical expenses, 
house improvements, school fees, 


TET Se 





OMBARD BANKING 


LIMITED 


HEAD OFFICE: P.O. BOX 1. EJ, LOMBARD HOUSE, CURZON STREET, LONDON W1. TEL: 01-499 4111 (30 ines) 
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í This is how Equity & Law are | 
_ advising the public to seek professional 
- advice about life assurance 


The long and expensive 
folly of do-it-yourself Dave 









=| David is one of 
Sew nature’s grafters. 
eR Believes that if 

7 a thing isn’t worth 
doing yourself, it’s - 
not worth done at all.. 


So when he came to think about life assurance, he 
S applied his principles. He wrote to all of the hundred: 
| and more life companies in the country. 
He received a hundred and more courteous letters, 
a hundred and more sets of details, and 
a hundred and more calls from insurance salesmen. 


He persisted. Eventually, he managed to 
sort out the right company, the right policy, 
the right conditions and the right premium. , 
D.I.Y. Dave had done it again. 


By that time he was two years older—and his 
premium had gone up by 7.284%. 


Moral: There's an easy way to find the life essurance E u it & L 

policy that’s exactly right for you. Consult an q y aw 
insurance broker or your usual professional adviser. SPECIALISTS IN LIFE ASSURANCE 
He may well solve your problem in three simple Equity & Law Life Assurance Society Limited, 
words... Equity ër Law. 2) Lincoln’s Inn Fields, London, W.C.2. 


— 
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But is it Ethical? 


4. On Consultancy 
CONTRIBUTED 


This series of articles is based on the author's under- 
standing of the usages of the profession as a whole and 
does not relate exclusively to any particular professional 
body. The opinions expressed are those of the author 
and would not necessarily be endorsed by the govern- 
ing bodies of the profession in a particular case. 


R E present topic is essentially a post-1945 develop- 
ment within the accountancy profession. Despite 
its brief history, it is a subject of no little delicacy which 
has inspired considerable differences of opinion. Nor 
is the commentator helped by the fact that the various 
United Kingdom societies of accountants are not 
unanimous in every detail of the rules which their 
members are required to observe. Moreover, account- 
ants may meet the terms ‘consultant’ or ‘consultancy’ 
in more than one context, each of which poses its 
particular set of ethical problems. 


Management consultants 


First, there are a number of partnerships, unlimited 
companies and limited companies which practise as 
‘management consultants’. Some of these are associated 
with established firms of practising accountants; 
others include accountants {who may or may not 
otherwise be ‘in practice’), as partners or directors. 

The services offered by management consultants 
include generally the accounting skills of costing and 
financial control, but may also extend to factory 
organization, production control, staff selection, and 
so on, which are within the province of engineers, 
mathematicians and other professions. Accountants 
in such an organization are members of a team of 
specialists in which equal responsibilities — perhaps 
even the dominant responsibility — are borne by other 
persons not subject to the ethics of the accountancy 
profession. Nevertheless, since the services offered 
include those commonly provided by public account- 
ants, they are likely in their relations with their own 
professional body to be held responsible for the stan- 
dards of the organization on the same footing as part- 
ners in a ‘mixed’ firm. 


The case of Lloyd v. The Institute of Chartered 


Accountants in England and Wales (The Times, October 


Previous articles in this series have appeared as follows: On Fees, 
August roth issue; On Gaining and Losing Clients, August 31st 
issue; On Publicity, September 21st issue. 
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tath, 1961; The Accountant, October 21st, 196r), is 
very much in point here. At the material time, Mr 
Lloyd was a member of the Institute and was also an 
employee — not, it appears, a partner or director — of 


_ a management consultancy organization which adver- 


tised its services. The Council of the Institute had 
issued two statements to members (the second of 
which mentioned Mr Lloyd’s employers by name), 
pointing out, ¿inter alta, that a member who accepted 
employment with any such organization which solicited 
business by advertising would be liable to a charge of 
discreditable conduct. 

Mr Lloyd moved for an injunction to restrain the 
Institute, by its Disciplinary Committee or otherwise, 
from considering his case, contending that the Council 
by the issue of their statements had prejudged the 
issue. The Court refused his application, holding that 
the Council was perfectly entitled to caution members 
of the potential consequences of a certain course of 
conduct, and that this did not import a degree of bias 
sufficient to withdraw Mr Lloyd’s case from the 
purview of the Disciplinary Committee. ` 

Management consultants tend to operate as com- 
panies rather than partnerships — two material reasons 
for this being, first, the necessity to give members of 
several different professions co-equal prospects and 
powers of management, and secondly, that the pro- 
vision of data processing and other equipment necessary 
to their business requires more capital than cen 
conveniently be found by a partnership. 

Ethical difficulty may arise if such companies are 


‘registered with limited liability, as the professional 


accountancy bodies have in the past inclined to the 
view that professional practice assumes the personal 
responsibility of the practitioner, both for his profes- 
sional conduct and for his advice to clients. This con- 
cept is inconsistent with that of limited liability and 
therefore (quite apart from the statutory prohibition 
against one company acting as, e.g. auditor or liquidator 
of another), no member of any recognized society of 
accountants should attempt to ‘practise’ through the 
medium of a limited company.1.Nor would he be 
permitted to append his professional designation to the 
name of a company. 


General rules 


Where the several United Kingdom accountancy bodies. 
appear to differ is on the question of whether participa- 
tion by their members in management consultancy 
constitutes, per se, ‘practice’. Thus, for example, a 
practising member of The Institute of Chartered 
Accountants of Scotland ‘in any particular case where 
the Council so permits’ may offer computer services 
through the medium of a limited company, whereas 
practising members of the Institute in England end 
Wales are expressly prohibited from doing so. The 


10Or, it would appear, a limited partnership under the Limited 
Partnerships Act 1907. The present writer knows of only two 
such proposals during the last 55 years and the official reaccion 
to both was unfavourable. - 
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Scottish usage is also more liberal in regard to the 
advertising of such services. 

The very real embarrassment which may arise if a 
‘mixed’ accountancy partnership of members of both 
bodies also has an associated management. consultancy 
organization can be imagined. Possibly the projected 
integration of the profession mav at some stage remove 
this anomaly but meanwhile any accountant who feels 
that his is a borderline case would be well advised to 
ascertain the views of his own professional society 
before committing himself to a situation in which he 
could be vulnerable to ethical complaint. 

Bearing this particular reservation well in mind, 
some general ethical rules applicable to participation 
by accountants in management consultancy would 
appear to emerge as follows: 


(a) A member of any recognized society of account- 
ants would risk a charge of discreditable con- 
duct if he were associated, other than as the 
Council of his particular Society may permit, 
as a director, partner or employee with any 
consultancy organization which advertised its 
services. This includes the use by that organiza- 
tion of a name descriptive of the services offered. 


(b) Subject always to the foregoing, there is no 
ethical objection to any member participating in a 
consultancy organization which operates as a 
partnership or an unlimited company. 

(c) A member not otherwise in practice may act as a 
director of a limited management consultancy 
company — subject, possikly, to the company 
having been in business prior to a particular 
date, which should be verified with his own 
professional society. 


(d) A practising member should ascertain the views 
of his own society before accepting a directorship 
or managerial position with a limited management 
consultancy company. 


(e) The use by members of the description (eg) 
‘Management Consultants’, either alone or in 
combination with an accountancy title, or the 
use on the notepaper of an accountancy practice 
of designatory initials indicating possession of a 
management consultancy qualification, would be 
open to objection as a form of personal publicity.? 


Consultancy within the profession 
Secondly, there is the situation which arises when one 
accountant (who may, but need not necessarily, be 
associated with a management consultancy organiza- 
tion), is approached for specialized advice on behalf of 
the client of another. This form of consultation, for a 
second opinion in matters of difficulty, is well-known 
in other professions — notably those of the law and 
medicine -- but there the analogy ends. 

In the legal profession, the consultant and the general 
practitioner are segregated as barrister and solicitor; 


SEES OS CE aeRO od Ws MISE Clea ect Sette ee E eee 
2See the previous article in this series — ‘On Publicity’ — which 
appeared in The Accountant of September zist. 
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partnerships between the two branches are prohibited 
and (with few exceptions), a barrister does not take 
his instructions directly from the public at large, nor 
is he permitted to interview the lay client other than 
in the presence of his solicitor. In medicine, the 
consultant physician or surgeon does not also engage 
im general practice and sees patients only as they are 
‘referred’ to him by the general practitioner. 

~ In accountancy, this segregation for practical pur- 
poses does not exist. Whereas the Bar and the Law 
society. for instance, have fundamentally different ` 
historica! origins, accountancy developed as a ‘general 
practitioner profession; and when accountants were 
compelled by the increasing complexity of business 
life to specialize, the specialized firms and departments 
grew up alongside or within existing general prac- 
titioner rms which continued to practise in that capacity. 
Consequently there are consultant accountants who 
must rely for introductions upon the goodwill of the 
general practitioner, but with whom they are also in 
direct competition for general professional work. 

The unhappy situation thus created needs no em- 
phasis; nor is it easy to reconcile the opposing points 
of view. It is becoming increasingly difficult, if not 
impossible, for any one individual to possess all the 
skills now required ¢f an accountant; and whilst the 
medium-sized and larger firms may be able to meet this 
dificulty by division of responsibility between the 
partners, the smaller practitioner may not be able on 
occasion to give his clients the service they need unless 
he is prepared to seek expert advice from another mem- 
ber of the profession. 

Unfortunately, it is also the small practitioner who 
feeis most acutely the loss of an individual client and 
there is a very real fear amongst smaller firms that to 
introduce a client to a consultant on a specific problem 
is also to risk losing the whole of that client’s general 
work, Accountants have been known to speak with 
some heat after one such experience, and whether 
consultancy within the profession can develop to the 
advantage of clients generally must depend upon a 
degree oC goodwill between general practitioner and 
consultant which perhaps neither party in the past 
has been sufficiently careful to foster. 


Protection for the general practitioner 


Attempts to limit or prevent consultant firms from 
accepting general work from a client introduced to them 
for specialist advice have not been successful. An 
outright prohibition on accepting work in such circum- 
stances would, in practice, be unenforceable and would 
limit unreasonably the client’s freedom of choice, 
leaving him potentially out of the frying-pan but still 
in the fire. Thus if a client of A, being introduced to 
B for consultancy services, decides to transfer his 
general work also, it is of no assistance to the client if B 
is ethically debarred from taking it. 

Presumably the client, if satisfied with A, would not 
wish to transfer; B, who has spent time and money in 
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training and developing a skilled specialist department, 
may reasonably wish to see some r2turn for his efforts; 

but if B may not accept instructions, then the client is 
necessarily compelled to go to C, a complete stranger 
who may be in no better position to serve him than 
either A or B. For similar reasons, added to difficulties 


of definition, no ethical rule has been formulated to ` 


forbid an accountant from engaging in consultancy 
simultaneously with general pract:ce. 

As a statement of principle, many general prac- 
titioners would doubtless agree that a consultant 
should not normally accept general work from a client 
introduced to him for specialist advice; but, in fact, 
such a rule gives the general practitioner little protec- 
tion and less redress, the word ‘normally’ affording 
the consultant an escape route if ke is minded to use it. 
A time limitation is unsatisfactory in principle, it 
being difficult to argue that an action which is ethically 
objectionable within (say) three years is necessarily 
sanctified by the passage of five. 

An official viewpoint on this vexed problem has 
recently been provided by the Council of The Institute 
of Chartered Accountants in England and Wales, in a 
statement reproduced in full in The Accountant of 
June rech last (pages 848-849). Whilst this statement 
is, of course, binding only upon the Institute’s own 
members, other accountants wil. no doubt note with 
interest its salient features, which are: 


(a) If the consultant is ap>roached other than 
through the existing accour:tant, the normal rules 
of professional communication would apply. 


(b) The consultant should keep the existing account- 


ant informed of the nature of the work which he 


is doing. , 

(ch The consultant is under € duty, not merely to 
refrain from soliciting the client’s general work, 
but to take all reasonable positive steps to support 
the position of the existing accountant. 


Retiring partners 


A third use of the word ‘consultant’ may be encoun- 
tered when a retiring partner, for practical or sentimen- 
tal reasons, desires to maintain contact with the firm, 
perhaps attending the office on one or two days each 
week and available to clients by appointment: or when 
the vendor of a practice remains associated with it for a 
transitional period. In such & case it has become 
common form, both in accountancy and other profes- 
sions, for him to be designated as ‘consultant’ on the 
firm’s notepaper — the accepted implication being that 
he is to be distinguished from the present partners and 
staff of the practice, but is a person who was actively 
connected with it in the past and whose services are 
still available in a consultative or advisory capacity by 
arrangement. 

This usage is ethically acceptable, provided that it 
does not cloak a state of affairs which does not bona fide 


3 See, for example, the earlier article in this series — ‘On Gaining 
and Losing Clients’ — The Accountant. August 31st. 
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exist. Professional societies generally — and not only in 
accountancy — tend to react strongly to any suggestion 
that members are lending their professional reputation 
to third parties, and the following points should be 
carefully observed: 


(a) It may well occur that the purchase and sale of a 
practice involves members of two different 
professional bodies, or that the retirement of 
one individual partner from a ‘mixed’ firm makes 
it possible for the firm to adopt a collective 
description which was not previously available. 
The fact of the vendor or retiring partner being 
retained in such a case as a consultant does not 
affect the firm’s right to use a collective descrip- 
tion (since the consultant is, by definition, not a 
partner). But in framing the firm’s letterhead 
it is essential not to give the impressior. that the 
consultant is included in a description to which 
he is not himself entitled. This is not an easy 
situation to define, as an impression may be 
given more readily to one person than to another 
and may be established or refuted by such 
details as the positioning of names on the letter- 
head, or the inclusion or absence of a horizontal 
line. In any case of potential ambiguity, the 
professional society in question would doubtless 
appreciate the opportunity of considering a 
draft or proof of the proposed letterhead before- 
hand. 


(b) In general terms, the legal definition of partner- 
ship (Partnership Act 1890, section 1) imputes 
the mutual participation of partners in both 
profits and management, and a person who is by 
this test a partner de facto should not be desig- 
nated a consultant. It would, for instance, be 
highly objectionable to segregate as an ostensible 
‘consultant’? the odd-man-out of a ‘mixed’ 
partnership, for the purpose of encbling the 
firm to assume on paper a collective description 
to which it is not, in fact, entitled. 


(c) The Companies Act 1967, has extended to a 
large number of previously exempt private 
companies the requirement for audiiors to be 
appropriately qualified. Members of the recog- 
nized bodies of accountants should be wary of 
possible approaches from unqualitied prac- 
titioners for any form of ‘working arrangement’ 
(whether in the guise of consultancy or other- 
wise), which might result in their professional 
designation being attached to an appointment 
which etfectually continues to be held Dy another. 


In the long term, it may be found that section 120 
of the Companies Act 1967 (which removes the limita- 
tion on the number of persons in a partnership com- 
posed of members of the recognized accountancy 
bodies), has removed one reason for the translation of 
senior partners to ‘consultant’ status. 
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Special Reports Required of 


Accountants 


New Institute Statement 


— SS 
ACCOUNTANT 


October 12th, 1968 


The following has been issued by The Institute of Chartered Accountants in 
England and Wales as Miscellaneous Technical Statement S73. It replaces 
Statement P4 ‘Reports and Certificates’ issued in July 1959. (The new 
statement forms part of the proceedings of the Council reported on other 


pages in this issue). 


Introduction ` 
ENTRAL and local government departments, pro- 
fessional and trade associations and other bodies 
frequently require the report of an accountant in support 
of a statement of figures or other information prepared by a 
client company or firm for purpases which include the 
following: 
(a) claims for a subsidy, grant or rebate or for special 
trading terms or facilities; 


(5) the determination of basis figures for the purpose of 
quotas, levies or subscriptions; 


(c) as a basis for statistics; 


(d) confirming to a professional or trade association that 
its rules as to ‘solvency’ or the existence of an excess 
of assets over liabilities as at a particular date have 
been complied with. 


2. Members of the Institute can report only on matters 
which are within, and in terms appropriate to, their pro- 
fessional function as accountants, and there should be a 
clear understanding between the body which calls for the 
statement, the client and the accountant as to their res- 
pective positions. 


Responsibilities 
3. The principles which generally govern the preparation 
and form of the statement are: 


(i) primary responsibility for the contents of the 
statement should be accepted by the client, evidenced 
by a suitable declaration appearing on the form; 


(ii) the duty of the accountant should not exceed the 
reporting of his opinion on the truth and fairness of 
the contents of the statement; 


(iii) responsibility for the dispatch of the completed 
statement to the body which requires it should 
normally rest upon the client, especially where it is 
essential for him to comply with a prescribed time 
limit. It is therefore suggested that the statement be 
sent to the client for dispatch. 


Practical difficulties 


4. Many statements on which members are asked to 
report are based on an imperfect understanding of the 
function which the accountant can properly and economic- 
ally perform. In consequence, some statements are unsuit- 
able in one or more of the following respects: 


(a) their scope extends to matters outside the professional 
function of an accountant (paragraph 5); 


(5) the title of the statement may be inadequate or mis- 
leading as a description of its objective or the headings 
used may be ambiguous (paragraph 6); . 

(c) the accountant’s report is drawn in a form which 
requires him to ‘certify’ the correctness of the 
information given — that is, to make a factual assertion 
— in circumstances in which it is not feasible for him 
to give more than his normal professional service of 
expressing an independent opinion (paragraph 7); 

(d) the amount of work required of the accountant, and 
often of his client, may involve disproportionate 
expense (paragraph 8). 

£. Scote. It is not within the scope of an accountant to 

report on such matters as: 


(2) the intentions of his client, for example as to the pur- 
pose for which articles or commodities were acquired 
or the manner in which they are to be used or dealt 
with; i 

(0) the technical constitution or quality of a product; 


(c) the anticipated sales or production of any particular 
product. 


He can, however, properly report whether a statement (in 
suitable form) showing, as regards (a), the purchases made 
and the manner in which they have been used, or as regards 
(b), the ingredients which are stated to have been used in 
making the product, is in accordance with the accounting 
and other records he has examined. If he so reports he 
should of course have carried out appropriate tests and 
inquiries so as to satisfy himself on the reliability of those 
records. 


6. Certainty of interpretation. Neither the title to the form 
nor any of the descriptive captions used in it should be 
capable of misunderstanding. For example, the term ‘sales’ 
used alone may imply either amounts delivered and in- 
voiced or che value of contracts for sales entered into for 
future delivery. Moreover, some organizations call for the 
comoletior. by accountants of forms described as ‘certifi- 
cates of solvency’ in which the accountant is called upon, 
inter alia, to confirm the ‘solvency’ of a member firm or 
individual. Apart from the difficulties in the case of 
partnerships and individuals of ensuring that all relevant 
liabilitiés are taken into account, the word ‘solvency’ may 
itself be ambiguous; it may be used in the sense of an excess 
of assets over liabilities or as implying an ability to meet 
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current liabilities as they fall due. It is therefore important 
that, where ambiguities of this kind exist, the intentions of 
the body requiring the form should be ascertained at an early 
stage and any necessary amendments made to the statement 
so as to remove any uncertainty as to the information 
provided. In appropriate cases it may also be necessary 
for any prescribed form of accountants’ report to be 
amended or amplified in order to make clear the nature of 
the information provided and the extent of the responsibility 
the accountant has assumed. 


7. Form. The word ‘certificate’ is nat an appropriate 
title to the report of the accountant nor should the word 
‘certify’ appear in its text as both imply a degree of factual 
certainty which no examination of records can normally 
provide. ‘The words can therefore only be used in relation 
to matters of which the accountant has or can obtain first- 
hand knowledge. He can certify that a given statement is in 
accordance with particular records or documents because 
this can be verified at first hand bu: he can rarely certify 
that the records themselves are correct for he cannot 
normally be sure that he has had access at first hand to all the 
facts behind them. Moreover the rezords themselves may 
reflect apportionments and allocations which are matters of 
judgement or interpretation rather than of fact. The form of 
words to which the accountant attaches his signature 
should be described as a report and it should be made clear 
that he does no more than express his professional opinion. 


8. Expense. The bodies requiring such statements and the 
clients concerned often do not realize either the amount of 
work and consequent expense which the requirements are 
likely to impose or the extent of the savings which could be 
achieved by suitable modification of those requirements. 
For example, a change in the date as at which information 
is to be provided, or in the period covered, so as to coincide 
with a normal accounting date, may substantially reduce 
the work involved, and hence its cost, without reducing 
the value of the information to the bady concerned. More- 
over the extent of the information called for may sometimes 
lead to unnecessary work. For example, an analysis of 
information which the client’s accounting system does not 
readily provide where only the total is relevant should be 


avoided, or if the analysis is judged necessary the accountant - 


may be able to suggest changes in the client’s records so that 
the desired information can be more readily obtained. 


Person to whom the report should be addressed 


9. An accountant who completes a report of the kind 
referred to in the preceding paragraphs does so on the 
instructions of his client by whom he is remunerated for 
the work involved and to whom he is primarily responsible. 
It is therefore appropriate in principle that the report should 
be regarded as being addressed to the client and not to the 
body which requires it. However, it would appear to follow 
from the decision in Hedley Byrne & Co Lid v. Heller & 
Partners Lid ([1963] 2 All E.R. 575) that an accountant 
may be held liable in damages although no contractual re- 
lationship existed between him and the hody to which the 
report is sent, if it suffered financial loss-through reliance 
on the form in circumstances where the accountant knew or 
ought to have known that the form was prepared for the 
specific purpose which gave rise to the loss and would be 
shown to and relied on by it in that particular connection, 
' {See ‘Accountants’ liability to third parties - The Hedley 

Byrne decision’ — section 88 of the Members’ Handbook.) 
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Conclusions 


10. The Council therefore recommends that the following 
principles:should normally be applied: 


(a) a statement is not suitable for reporting cn by an 
accountant unless: 


(i) its subject-matter is wholly within the province 
of the accountant and is unambiguous (paragraplis. 
5 and 6); 

(ii) the wording of the report which the accountant is 
required to complete makes clear the extent of the 
responsibility which he assumes; in particular he 
should not ‘certify’ the correctness of matters on 
which he cannot do more than express his pro- 
fessional opinion (paragraph 7); 


(b) the accountant should take reasonable steps to ensure 
that clients in respect of whom statements are required 
are not involved in disproportionate or unnecessary 
expense (paragraph 8); 


(c) accountants who are asked to report on statements 
which are unsuitable (see (a) above) should, with the 
client’s consent, take up the matter with the body 
which requires the report; this will be necessary 
where there is need for the removal of ambiguity in 
the requirements or for an interpretation of technical 
trade expressions, or where there is need fcr signifi- 
cant modification of the scope or wording of the 
statement either because of its inherent unsuitability 
or to save disproportionate expense; 


(di the accountant should be prepared to make any 
. necessary amendments in the wording of the report 
so as to conform to the principles suggested in this 
statement while still satisfying the purpose for which 
the report is required; failure to agree appropriate 
amendments with the body concerned should not 
deter the accountant from making them; 


(e) the accountant’s responsibility should be to report 
on the claim or statement made by his client; in 
principle therefore the information on which the 
accountant is to report should be set out in a de- 
claration by the client, on which the accountant may 
then report in suitable terms; ' 


(f) responsibility for the lodgement of a statement by 
a prescribed date should rest upon the client. It 
is therefore normally appropriate for the accountant 
after signing his report to send it to the client for 
dispatch to the body concerned. 


11. All members, including those in industry and com- 
merce and particularly members who advise trade associa- 
tions, are asked to help to ensure that any forms of return, 
including any prescribed ‘accountants’ report’ with the 
drafting of which they may be concerned, are prepared in 
accordance with the views set out in this statement. Mem- 
bers are invited to communicate with the Secretary of the 
Institute if they are unsuccessful in their efforts to obtain 
acceptance of an appropriate form of statement or report. 


12. Additional copies of this Council statement are 
available to members [from mid-November] without charge, 
for the information of clients and of trade associazions and 
other bodies and the Secretary will be pleased zo advise 
such bodies on the form and content of forms of statement 
on which members can appropriately report. 


1See The Accountant, August 7th, 1965. 
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Canadian Institute's Annual Conference 


EMBERS of the Canadian Institute of Chartered 

Accountants took a close look at their profession and 
came up with some interesting observations during their 
three-day 66th annual conference at Halifax, Nova Scotia, 
last month. 

The Conference Committee planned the meeting as an 
exercise in introspection and communication with the hope 
that members would take time out of busy schedules to 
think about the important question marks hanging over 
their profession and make worth-while recommendations. 
They need not have worried. 

Almost 800 persons registered for the conference which is 
considered exceptional because Halifax is far removed from 
the larger population centres. Those registered were a 
reasonable geographical cross-section of the total member- 
ship of the Institute. They gave strong opinions on such 
topics as the various roles of the profession, the role of the 
CICA in relation to the provincial Institutes, pre-qualifica- 
tion and post-qualification education, and research. 

To set the mood, the conference opened with three 
keynote speakers instead of the usual one; they were Mr 
Marvin L. Stone, President, American Institute of Certified 
Public Accountants, Mr J. E. Ford, partner, Clarkson, 
Gordon & Co, Toronto, and Professor O. F. Cormier, St 
Mary’s University, Halifax. © 

During the second day members met in groups of 12-14 
to discuss the basic challenges facing the profession. Then 
on Saturday, September 21st, they heard Dr Joseph 
Agassi of Boston University, talk about the need for change 
in education. Later on that day Mr D. B. McNeil, British 
Columbia Telephone Co, summec up the findings of the 
groups. 


Recognition of specialists 


Mr Stone predicted a considerable increase in special- 
ization and suggested that, as a result, the profession should 
be thinking about some form of accreditation. 


‘A person seeking a brain surgeon hes no trouble 
finding the names of physicians who have been accredited 
by their peers as holding the necessary qualifications. 
However, a person who seeks a lawyer specializing in real 
estate law must rely on word-of-mouth advice from people 
who have no objective evidence of a given lawyer’s 
specialized knowledge. In my opinion, the public is better 
served by the physician’s approaca than that of the lawyer.’ 
said Mr Stone. 


He also said that in the near future, five or six years of 
university education would become mandatory for entry 
into the profession (after 1970 most Canadian provincial 
Institutes will require a baccalaureate degree as a pre- 
requisite for the CA course). Mr Stone stated that special- 
ists would become generalists. 


“The most successful generalists seem to be people who 


have passed through a speciality and have emerged with a 
alas of that speciality and an overall view as well.’ 
e said. 


Taking a leaf from the physician’s notebook again, Mr 
Stone said he believed that sole practitioners would dis- 
appear in time as more accountants formed associations 
along the lines of the medical clinic. The AICPA President 
also said that the accountant would find a greater role in 
forecasting since he was involved with so much financial 
information. 


Training changes needed 


Professor Cormier ‘said excessive attention to mechanics 
and procedure, accompanied by lack of attention to con- 
ceptual understanding, had been the practice of too many 
schools and programmes. He went on to say that without 
improvements, the profession would not only perpetuate an 
inferior preparation but also discourage and frustrate the 
better students who were so badly needed by the pro- 
fession. 


‘I think that the most serious criticism we have of the 
basic accounting and auditing courses that we are currently 
teaching as preparation for professional work is that they 
fail to challenge the student... / 


He added that too much of what the student was taught had 
limited usefulness in light of the computer and the require- 
ments of management for information on which to base 
decisions. 

But while Professor Cormier felt that the university was 
the place for imparting conceptual training, nothing could 


‘substitute for time a student spent in practice before he 


receivec. his CA qualification. ‘This programme of intern- 
ship must not be unimaginative and inflexible, it must not 
be a ritual, perfunctory and procedural,’ he said. 

On post-graduate CA education, Professor Cormier said, 


‘Tt seems sensible to me that we give serious considera- 
tion to the complete integration of all accounting bodies in 
the Held cf continuing education’. 


He felt zhat the costs of continuing education for individual 
professional bodies might simply become prohibitive. He 
also caled for a higher level of co-operation on research 
betweer. the Institute and the United States accounting 
profession. 


Auditors’ future role 


Mr Ford told members he expected that future auditors 
would be called upon to express an opinion on a company’s 
non-financial data while at the same time they might no 
longer be required to audit statements of closely-held 
companies. Mr Ford said that since computers would 
produce financial statements more quickly than auditors, 
pressure could develop within the financial world for 
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elimination of statutory requirements for the audit of 
closely-held companies. 

Mr Ford saw the computer moving into another area of 
accounting — taxation. i 

‘It is a relatively simple matter to develop a computer 
program that will produce tax returns quickly, ac- 
curately and efficiently. Indeed, such programs have been 
operating for some time in the United States and last year 
in Toronto at least,’ he said. 

He added that as service bureaux grew, the profession 
could expect more competition in the taxation field. 

While the CA might lose some work in taxation he should 
more than make up for it by acting more as controller for his 
clients. In this role, which would be similar to that held by 
the individual controller of a large company, the accountant 
would give advice on appropriate information systems, seek 
out the most efficient service for that system, and interpret 
the resulting data. Mr Ford pointed out thet as the CA in 
public practice assumed this role, ‘The education both 
leading up to qualification 2s a chartered accountant and 
education beyond that point is therefore likely to be the 
same for both the member employed in industry and the 
member engaged in public practice’. 

But Mr Ford expressed concern about the future of the 
CA in industry unless some means could be found to help 
him increase his expertise in gathering and interpreting 
management information other than that which came from 
accounting records. 


‘Unless our industrial members take some action 
immediately to establish even greater expertise in this 
area, it is likely that other groups will develop skills in this 
field and will take advantage of the new opportunities in 
management at the expense of the accounting profession,’ 
he said. 

Mr Ford urged younger memkters to taxe part in pro- 
grammes for change in the profession since they had the 
most at stake. 


Group discussions 


During the second day of the corference members met in 
small groups to discuss basic questions ar:d to put down 
their opinions. Statements placed be-ore the groups for 
` consideration included: 


the place of CAs on the manzgement team as inform- 
ation specialists and participants in the decision-making 
process; 

redistribution of authority between the provincial 
and national bodies of the profession to react effectively 
to rapidly changing conditions; 

improvements needed in accounting research and 
standards of financial disclosure and discipline; 

the desirability of the professional development 
programmes of the major accounting bodies in Canada 
being integrated; 

whether management consulting should be considered 
as a separate profession from public accounting; 

whether the Institutes should place equivalent 
emphasis on educating and training accountants for public 
practice, industry and Government; 

whether accreditation should be given for post- 
graduate in-depth courses completed by members; and 

the development of operational audits as an oppor- 
tunity to provide valuable service to clients. 


The third day of the meeting s-arted with an address by 
Dr Joseph Agassi who specializes in methodology and who 
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believes that principles of scientific research can be applied 
to business problems. Dr Agassi was concerned with the 
shortcomings of education, especiall at university or post- 
graduate levels. A witty and highly personabl= speaker, 
Dr Agassi attacked the structure of education with its 
ritualized class procedures and stress on grading. 

He asked why men of 40 years or older were reluctant to 
return to university. One reason, he suggested, was the fear 
of not measuring upto the standards of the younger men. 
Dr Agassi could not accept the theory that older persons 
cannot learn as easily as the young. Not only must the 
middle-aged man adjust but the education system must be 
adjusted to meet his needs. And within the system the 
teachers must change their approach and attitudes. He felt 
that one of the biggest problems facing university teachers 
was the inability to cope with the exponential growth of 
information using an outdated system. 

‘The first evil of the system is its teaching method — 
lecturing and grading’, said Dr Agassi. Both began in the 
Middle Ages and for purposes that did not relate to today’s 
conditions, he said, 

Dr Agassi spent some time commenting on the book, 
The Elusive Art of Accounting, by Howard I. Ross, F.C.A., a 
Past President of the Canadian Institute. Saying that it was 
‘one of the best indications of maturity in the orofession,’ 
Dr Agassi went on to add that the book’s call for a show of 
desire on the part of CAs to make changes will not go far 
enough toward solving the problems. ‘Often a cruel battle 
for survival, devoid of all goodwill can accomplish more,’ he 
said. 


Suggested priorities 


At the start of the afternoon session, Mr D. B. McNeil 
set out the subjects that rated the hizhest priority among the 
discussion groups. Under the general heading of “The 
profession’, members ranked highest the need for more 
public relations. Next was the necessity to define the role of 


the CA. | 
Under post-graduation education, most members called 


_ for maintenance and expansion of the continuing education 


programme. Almost as many wanted additional Drofessional 
designations. A large number ranked broader training — 
especially in management — as important. : 

Suggestions for changes in the role of the Institute were 
topped by the need for ‘functional reorganization of 
provincial Institutes under the CICA’. Members also 
recommended that the Institute should have mare authority 
to enforce recommendations of the ‘Accounting and 
Auditing Research Committee. 

The subject of pre-graduation education brought the 
comment by most members thet academic instruction 
should be carried out by the universities. Most agreed with 
the university degree prerequisite for entrance to CA 
instruction. 

In his annual report, Mr R. W. Manning, F.C.A., the 
retiring President, said that one af the biggest problems 
facing the country was wage parity by Canadian labour with 
workers in the United States. He pointed to some of the 
consequences of parity as ‘being priced out of the market- 
place, contraction rather than 2xpansion cf Canadian 
industries, inflation, reduction in other types of income 
resulting from reduced profits, unemployment, currency 
devaluation, all real dangers to the living standards we now 
enjoy’. 
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Fairey problem 


E with thoughts of ‘going into industry’ 
with high-minded ideas of room at the top, major 
industrial deals and the challenge of big company organiz- 
ation and management may care to read this week’s reprint 
of the accounts of The Fairey Company Ltd in terms of 
forward policy consideration and planning. 

From the directors’ report is taken the analysis of turn- 
over-and trading profits of the group for the past two years, 
but an interesting addition to those figures would have been 
the assets employed under each particular heading. Before 
going any further it would be helpful to quote extensively 
from Mr G. C. D’Arcy Biss’s comments on ‘Future 
prospects’. Why, incidentally, do so many company 
chairmen insist on ‘Future prospects’ in their statements? 
Can prospects be anything other than future? 

The chairman reports that efforts to improve group 
profitability have continued but that much remains to be 
done before an adequate return in relation to capital 
employed is achieved. Then he makes the main point at 
which the budding accountant in industry should become 
interested -~ ‘It is regrettable that the results of the group 
as a whole are each year vulnerable to a setback in any of 
the three major subsidiaries, namely, Fairey Engineering; 
Fairey S.A. Belgium and Fairey Canada in which some 70 
per cent of the total assets is employed.’ 


Government policy 

Each of these large companies depends upon Government 
policy; Fairey Engineering on the nuclear industry in the 
United Kingdom, Fairey Canada en the defence pro- 
grammes in that country, and Fairey S.A. Belgium on 
similar programmes on the Continent. ‘In each’, the chair- 
man comments, ‘the obtaining of a satisfactory workload 
is often dependent on decisions completely outside our 
control. Delays and procrastination can, as has occurred 
in Canada and Belgium in recent years, produce losses which 
can never bé recovered from subsequent contracts which 
are restrictive in profitability.’ 

Operations -are therefore inherently marginal in both 
Belgium and Canada and as the group is no longer a major 
aircraft contractor in the United Kingdom it is impossible 
to help in the provision of the basic workload on which the 
Canadian and Belgian companies must depend. 

Equally, Fairey Engineering has for many years depended 
on the award of nuclear contracts at intervals to enable 
production to be maintained. But the company knows to 
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its cost that this has ‘not always occurred and that it is then 
faced with the need to maintain expensive technical staffs 
an= equipment pending the award of such contracts. 

At present the future of the nuclear industry is under 
discussion, with the Industrial Reorganization Corporation 
recasting the nuclear industry and the companies in it. At 
the time of the report there was no clear picture of Fairey 
Enzineering’s future. 


Bcard’s intention 


In the areas where Fairey’s small subsidiaries sell direct 
to industry and the public, and where the board and 
mazagement have complete control over their own affairs, 
the group has been successful. It is the board’s intention 
the-efore, the chairman says, ‘to endeavour, where possible, 
to, sationalize the group and make it less vulnerable to 
upsets over which we have no control. This obviously will 
not be achieved quickly, but I believe that over the next 
yea> or two substantial progress will be made in this 
direction.’ 

. Az that point it may be noted that, on the stock-market 
where the industrial equity market in general stands at a 
nea>-record level in index terms and where, by common 
consent, share prices discount prospects a very considerable 
way ahead, the Fairey equity is quoted on a 5-75 per cent 
yield basis and a price earnings ratio of 10°3. That position 
is material in an investment assessment of the group’s 
current position and prospects. 

In the 1967-68 accounts the net amount taken to profit 
from the Trawsfynydd nuclear power station contract and 
other nuclear activities was some £350,000. Fairey Engineer- 
ing, however, suffers from under-utilization due to virtual 
completion of the Trawsfynydd contract and the gradual 
buil<-up in the programme for the Dungeness ‘B’ contract 
whica, although it will provide the major workload during 
the next two years, has not reached peak. 
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Erection and commissioning of a steam generating heavy 
water-reactor St Winfrith for the United Kingdom Atomic 
Enerzy Authority is nearly complete but claims amounting 
to {1-4 million are still the subject of negotiation. 

Ir Belgium, State social laws put an almost prohibitive 
cost on reducing the labour force even though reductions 
are inevitable if the work programme is further held up by 
dela7s on the part cf the Belgian Government in deciding 
on military aircraft orders. 

In the short term it is apparent that substantial losses 
will be sustained by the Belgian group in the current year 
‘but steps are being taken to minimize these as far as 
poss:ole’. The return to profits by Fairey Canada was the 
result of measures taken to reorganize the company but, 
here again, immediate results depend on Canadian defence 
policies. ; | l Ba 

Rewards offered to companies operating in Canada in the 
Canedian defence industry are marginal. The Fairey view is 
that ‘unless this policy is changed so that commercial 
profi can be earned and used to expand the business, it is 
unlikely that any substantial increase in this company’s 
contribution to group profits will occur’. ` l 

Al. this 1s basically the Fairey group’s problem — the 
doukts about the UK nuclear industry, inadequate margins 
even where business is available in Belgium and Canada, 
together with operations in these three spheres accounting 
for 7> per cent of employed assets. 
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| | CITY NOTES 


OME stockbrokers who have been bzars of the in- 


dustrial equity market ever since The Financial Times . 


share index approached the soo mark have naturally made 
the most of the change of market mood. A- the beginring 
_of this week the index stood at not much more than 20 
points below the all-time peak and, since tha last ten points 
of the rise to the peak were a very spurious advance en- 
tailing the marking up of practically every share in sight 
after General Electric had announced their merger with 
English Electric, it is not unfair to consider that at 500 the 
index was a mere ten points or so below the true peak. 

And yet there are some bearish brokers still prepared to 
pat themselves so hard on the back that they fall on their 
faces talking in terms of temporary res:stanze to the fall at 
475 with the implication that the fall is go:ng back to the 
440-450 level of the June-July shakeout. They could be 
correct ~ as correct as those who insist that the index will 
not reach the stratosphere of the 520s.again for many a 
moon. 

But brokers who are talking the index downwards are still 
recommending equities in terms of the investor’s best 
friend, It is a poor broking firm that cannot produce a 
bearish report to its clients about the index and its down- 
ward course and at the same time list a dozen or so equities 
that will or should move against the main trend. Everything 
—as they say ~ is relative. 


Ko Ka ZS", tf 


NE of the facts thrown up by the development of 

merger and takeover operations of the last two years is 
that only on a very few occasions have companies turned 
down their financial advisers — in the shape of City mer- 
chant banks — in favour of others. Recently, Warburgs lost 
Plessey to Kleinwort Benson and have won the Butterley 
Company from Schroder Wagg. A Slater Walker price of 
25s for Butterley shares was considered worth taking by 


Schroder Wagg but not, it seems, by the Butterley board. 
Only in extremes do circumstances lead to cliert/merchant 
banking schism but trends rather than extremes cause 
changes in the make-up of the merchant banking big 
league. The past two years have made a considerable 
difference to the league placings, with some respected 
names either in the relegation zone or at least not as highly 
placed as they used to be. 


* % E de 


RECENT warning from the London Stock Exchange 

Council that suspension could well be the penalty for 
stockbroking firms failing to present their accounts in due 
time indicates the pressure of work that has built up on 
stockbrokers’ accounting systems during the past year and 
more of heavy turnover. Those firms dealing extensively 
in Australian shares have been particularly herd pressed 
to keep bcoks straight and the gamut of takeover operations 
in other ssheres has not made book work — mechanized or 
not ane easier. Complicating the stockbroking accounting 
operation still further is the movement of so many regis- 
trars’ offices out into the country which is all very nice for 
them but annoying to stockbrokers who have to depend on 
a Post Office which daily becomes less reliable. 

There have been suggestions that the Stock Exchange 
should close for a day once an account so that jobbers and 
brokers can catch up with paperwork and with their ac- 
counts. But most people consider that this would only lead 
to bunching of business on the working days and probably 
greater accounting problems still. 

The trcuble is that a period of high turnovez brings an 
increasing error factor and a greater number of difficult 
transactions which need sorting out and which lead to 
Stock Exchange Account settlement being delayed. Just 
what a complicated business Stock Exchange accounting is 
few people fully appreciate. 


RATES AND PRICES 


Closing prices, Monday, October 7th, 1968 


Tax Reserve Certificates: (28.8.68) Companies 44%; 
3% surrendered for cash; Personal 4% 


Bank Rate 
Jan. 26, 1967 .. .. 64% Nev. 9, 1967 . .. 64% 
Mar. 16, 1967 .. aoe ie Nov. 18, 1967 .. = BY 
May 4, 1967 2. 5E% Merch 21, 1g68 , 7% 
Oct. 19, 1967 .. sa 6% Sept. 19, 1968 .. 7% 
Treasury Bills 
Aug.2 .. £7 os 448d% Gert, pb. £6 18s 799d% 
Aug, o, £6 18s 6°:27d% Sept. I3 .. £6 178 243d% 
Aug. 16 .. £6 18s rod% Sept. 20 .. £6 ras 175d% 
Aug. 23 .. £6 19s o-42d% Sept. 27 .. ris 6-52d% 
Aug. 30 .. £6 18s 10°73d% Ocz 4 .. £6 10s 9°56d% 
Money Rates . , 
Day to day 52-68% Bank-Buills - .: 
7 days Se 54-68% 2 months 6-7 %, 
Fine Trade Bills 3 montns 648-7 % 
3 months .. 884% 4 months 6-7% 
4 months 8-82% 6 montas 644-7% 
6 months 8-9% . 


- Conversion 6% 1972 - 95$ 


Foreign Exchanges 


New York .. 2°38 #3 Frankfurt 9°50} 
Montreal 21563 Milan 1486$ 
Amsterdam 8-604 Oslo 17°06¢ 
Brussels 120°16 Paris 11:88} 
Copenhagen 17'924 Zürich 10°27 
Gilt-edged 

Consols 4% gt 53 Funding 6% 1993 STE: 
Consols 24%. Ss 332 Savings 3% 60-7¢ .. 92 5 
Conversion 34% 46% Savings 3% 65—75 .. 764 
Conversion 5% 1971 93 Treasury 64% 1976 9643 
Conversion 54% 1974 -91$ Treasury 34% 77-80 734 


"Treasury 34% 79-81 69% 


- Funding 34% 99-04 E Treasury 5% 86-39 73 -dy 
Funding 4% 60~go 94y Treasury 54% o8-12 "Apy 
Funding 52% 78-80 83 Treasury 24% 33 
Funding 54% 82-84 824 Victory 4%.. 984 
Funding 5% 87-91 79% War Loan 34% 47% 
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in England and Wales 


Special and Ordinary Meetings of the Council 


At special and ordinary meetings of the 
Council held on Wednesday, October 
and, 1968, there were present: 


Mr S. Dixon, President, in the Chair; Mr 
R. G. Leach, c.n.z., Deputy-President; 
Mr C. Croxton-Smith, Vice-President; Messrs 
J. F. Allan, J. Allen, G. R. Appleyard, 
C. J.M. Se Sir Henry Benson, c.3.z., 
Sir William Carrington, Mecer G. T. E. 
Chamberlain, L. H. Clark, R. W. Cox, W. 3. 
Densem, P. H. Dobson, S. M. Duncan, J. V. 
Eastwood, S. Edgecumbe, R. W. Foad, C.B.E., 
J. W. G. Frith, J. P. Grenside, W. Hare, J. S. 


Heaton, J. A. Jackson, A. W. John, C.B.E., 
H. O. Johnson, G. B. Judd, R. O. A. Keel, 
S. Kitchen, J. F. Knigh 


ght, R. B. Leech, M.B.E., 
T.D., R. McNeil, B. A. Maynard, A. 
Middleton, D. S. Morpeth, T.D., W. Bertrem 
Nelson, €.B.E„, E. J. Newman, F. E. Price, 
CBR, D. W. Robertson, L. W. Robson, J. D. 
Russell, E. C. Sayers, K. J. Sharp, T.p., R. G. 
Slack H. G. TETN G. Tattersall-Walker, 

C. Taylor, R. H. Taylor, A. H. Walton, 
D. N. Walton, A. S. Watson, J. Whitehead, 
J. C. Montgomery Williams, E. K. Wright. 


Resignation from the Council 


The Council received with much regret 
the resignation of Mr 5. C. Hand, 
F.c.A., Sheffield, from his membership 
of the Council. Mr Hand had been a 
member of the Council since March 
1966 and vice-chairman of the Internal 
Services Committee since December 


1966. 


Appointment to Committees 


Mr R. H. Taylor, F.c.a., Bury St 
Edmunds, was appointed to serve on 
the District Societies Committee and 
the Education Committee. 


Bye-laws 40, 42, 44, 64 and 68 


It was reported that the amendments to 
bye-laws 40, 42, 44, 64 and 68 as 
approved by members on May 22nd, 
1968, had been allowed by the Lords of 
Her Majesty’s Most Honourable Privy 
Council on September 16th, 1968, and 
that the revised bye-laws were therefcre 
now effective. 


Special Reports Required of 
Accountants 


The Council approved a statement 
Special Reports Required of Accountants 
for publication in the professional Press 
and for distribution to members in the 
next circulation of printed matter as 
Miscellaneous Technical Statement S.13 


in repiacement of current statement DA 
Reports and Certificates. 


Unlawful Acts or Defaults by 
Clients of Members 


The Council approved a statement 
Unlawful Acts or Default: by Clients of 


Members for publication in the pro-' 


fessional Press and for distribution to 
members in the next circuletion of 
printed matter as Miscelaneous Tech- 
nical Statement S.12 to rep-ece the 
existing statement of this name, He, 


Business Archives Council 


It was reported that Mz D Napper, 
F.C.A., London, had been rencminated 
as the Institute’s representative cn a 
committee of the Business Archives 
Council which has bezn set up to 
prepare guidance on the length of time 
for which organizations should keep 
business records. 


University of Lancaster 


It was reported that an invitation had 
been received from the University of 
Lancaster for the Institute to appoint a 
representative to serve on the Court of 
the University for the three-year 
period ending September ro71 and that 
Mr K. R. Stanley, F.c.a., Lancaster, had 
been reappointed as <ne Institute’s 
representative. 


University of Warwick 


It was reported that an invitation had 
been received from the University of 
Warwick for the Instituz2 to appoint a 
representative to serve on the Court of 
the University for the three-year 
perioc commencing on August st, 
1968, and that Mr R. B. Leeck, M.B.E., 
T.D., F.C.A., Coventry, nad been re- 
appointed as the Institute’s representa- 
tive. 


The City of London College 


It was reported that Mr L. W. Shaw, 
B.SC., F.C.A., J.DIP.M.A., Londan, had 
been appointed as the  Institute’s 
representative on the Gcverning Body 
of the City of London College vice the 
late Mr R. P. Matthews, B.COM., F.0.A., 


London, for the remainder of the three- 
year period ending in March 1970. 


P. D. Leake Trust 


Comparative Study of Income Tax Law 
by Professor Wheatcroft 


It was reported that Nuffield College, 
Oxford, has accepted a grant of £5,000 
over a period of three years to assist 
Professor G. S. A. Wheatcroft, M.A., 
Professor of English Law at the Uni- 
versity of London, to make a compara- 
tive study of income tax legislation in 
the United Kingdom, Australia, 
Canada and the United States. Pro- 
fessor Wheatcroft will be known as the 
‘P. D. Leake Fellow’ during the term of 
his appointment. . 


Inaugural P. D. Leake Lecture 


It was reported that Lord Butler, 
Master of Trinity College, Cambridge, 
has agreed to give the Inaugural P. D. 
Leake Lecture on the subject of “The 
Responsibilities of Education’ (with 
special reference to professional edu- 
cation) at Drapers Hall on November 
20th. Invitations to attend have been 
sent to a large number of leading 
educationalists. A book is to be pub- 
lished by Longmans, Green and Com- 
pany Limited which will contain Lord 
Butler’s lecture together with details of 
the education and training requirements 
of the leading professional bodies in the 
United Kingdom and all the leading 
accountancy bodies in the English- 
speaking world overseas. The P. D. 
Leake Trust wishes to acknowledge the 
co-operation of these bodies in pro- 
viding the necessary material. 


Registration of Articles 


The Secretary reported the registration 
of 71 articles of clerkship during July 
1968, and 127 during August 1968, the 
total number since January ist, 1968, 
being 1,202. 


Admissions to Membership 
The following were admitted to mem- 
bership of the Institute. 


Aberdeen, Maxwell Ernest, A.C.A., , a1968; 257 
Sleaford Road, Boston, Lincs. 
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Abrahamsen, Gavin Lawrence, 4 a arg68; 
163 Gillshill Road, Hull. 

Adams, John Martin, A AGA, ar968; ‘South- 
over’, Rising Lane, Lapworth, Warwicks 

Adkins, Michael Robert,‘ A.C.A., a1g68; So 
Nicholson Road, Thundersley, Essex. 

Afzal, Javed, A.C.A., 21968; with Down, Kilner 
& Co, 22 City Road, London BC, ` 

Aggarwal, Satish Kumar, B.COM., A.C.A. » 21968; 
PO Box 3570, Nairobi, Kenya. 

Ahmad, Marbool, A.C.A., dioba: 68/B K.D.A. 
Scheme No. 1, Habib Ibrahim Rahimt- 
Ullah Road, Karachi, West Pakistan. 


- Akehurst, Stephen, B.A.(ECON.), A.C.A., 21968; 


47 Hands Road, Sheffield Gro (NA. 
Aldridge, Martin, A.C.A., a1968; 36 Stanwell 
Lea, Middleton Cheney, Banbury, Oxon. 
Alladina, Salim Sheriff, a.c.a., 

Courtfield Road, London SW7. 
Allan, Robert Jeremy, B.A., A.C.A., ar968; 
6 Longridge Road, London SWs,. 


-Allcorn, David Bernard, A.C.A., 41968; 73 


Benton Road, Seven Kings, Ilford, Essex. 
Allen, Anthony James, B.A., A.C.A., a1965; Sr 
Hyde Park Mansions, London NWr. 
Allin, Brian Reginald, A.C.A., 21968; 80 Ivory- 
down, Bromley, Kent. 
Allison, John Richard, A.C.A., 64. 
Primley Park Lane, Leeds 17. 
Allsop, John Roger, A.C.A., 21968; 17 Sellies- 
EV Road, Whitton, Twickenham, 


Amor, John Stewart, A.C.A., 41968; The Lodge, 
Wrington, Bristol. 

Anderson, Harold Stuart, B.SC., A.C.A., 41968; 
36 St Pauls Road, Burntwood, Walsall, Staffs. 

Anderson, John Campbell, A.C.A., 41968; 56 
Duckworth Terrace, Bradford | 9. 

Annal, David George, A.C.A., arg68; 141 
Colyers Lane, Erith, Kent. 

Ansell, Peter Donald, A.C.A., 21968; x Pendley 
Beeches, London Road, Tring, Herts. 

Anthony, ‘Keith Moncur, A.C.A., 21968; 151 
Lynton Road, Harrow, Middx. 

Ardrey, (Miss) Nora M , ACA, @1968; 
Boaler Street, Liverpoo 

Armitage, Julian, A.C.A., Ql 968; 38 Hoylexouse 
Fold, Linthwaite, Huddersfield HD7 5NG. 

Armstrong, Richard Michael, B.A., A.C.A., 
-a1968; ‘“Winhill’, Reading Road North, Fleet, 
Hants, 

Armsworth, Paul William, A.C.A., a1968; 9 
Warren Hill, Epsom, Surrey.’ 

Askew, Richard Joseph, B.COM., A.C.A.,-a1968; 
rrr Cranbrook Road, Handsworth, Birming- 
' ham 21. 

Aslam, Saeed, A.C.A., 21968; 236 Garden East, 
D’Abro Road, Karachi, Pakistan. l 


arg68; 


Atkin, Graham Douglas, B.A., A.C.A., 41963; 20 


Lyon Street, Shaw, Oldham. 

Atkinson, Alexander Peter David, M.A., LL.B., 
ACA., a1968; 3 Quick Street, London Nr. 
Atkinson, David Paul aa, SE ACA., 

81968; 37 Bowden Lane, Marple, Stockport. 

Atkinson, Nigel, A.C.A., 21968; 9 Eaton Place, 
London SWx. 

Attwood, Frank Albert, B.SC.(ECON.); A.C.A., 
,a1968; 8 Melisa Court, 21 Avenue Road, 
Highgate, London N6. 

Austin, John George, A.C.A., 21968; 24 Pertwee 
Drive, South Woodham Ferrers, near 
Chelmsford, Essex. 


a Indicates the year of admission to the 
Institute. 


aS Indicates the year of admission ta The 


. Society of Incorporated Accountants. 


§ Means ‘incorporated accountant Member’. 
@ Means ‘Member in practice’. 


Firms not marked +, tt or * are composed 
wholly of chartered accountant members of the 
Institute. 


+ Against the name of a firm indicates that the 
firm, though not wholly composed of members 
of the Institute, is composed: wholly of char- 
tered accountants who are members. of one or 
another of the three Institutes of chartered 
accountants in Great Britain and Ireland. 


* Against the name of a firm indicates that the 
firm is not wholly'composed of members of one 
or another of the three Institutes of chartered 
accountants in Great Britain and Ireland. * 
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“Azad, Abul Kalam, : A.C.A a arg68:; NP Denison i 


Road, Victoria Park, Manchester -14. . 
Azam, Farooq, A.C.A., @1968; with Gubbay & 
Co, 7- Southampton Place, London WC. 


aieteu John Anthony, a. CA. "a1968; 18 
Holcombe Road, Blackpool. ` 

Bagzott, Laurence’ Ingram, A.C.A., a1968; 24 
Russell Road, London Wr4. 

Bailey, Gordon, A.C.A., SE I5 Burton Bank 
Road, Old Mill, Barnsley. 

Baker, Christopher, A.C.A., 41968; Brook Farm, 
Folders Lane, Burgess Hill, Sussex. 

Baker, Graham John, A.C.A » 1968; 174 Long- 
bridge Lane, Northfield, Birmingham 3I. 
Baker, Jonathan Philip, B.A., A.C.A., a1968; 8 

The Boltons, London SWro. 

Baker, Roy Charles, a CA, 21968; 4 Lantern 
Close, Daylesford Avenue, Roehampton, 
London SW: S. 

r Peter John, A.C.A., a1968; 37 Wellington 

Court, St J ohn’s Wood, London NWS. 

Banker, Rajnikant Shantikumar, B.SC, (ECON.), 

A.C.A., 21968; 29A Balcombe Street, London 


NW1. 

Banks; Richard David William, A.C.A., 219683 
54 Constance Avenue, Lincoln. 

Banks, Stuart Keith, A.C.A., a1958; "o Abbey 
Drive, Orrell, near Wigan. 

Berdgett, John Edward, A.C.A.. @1968; go 


* Fenham Hall Drive, Newcastle upon Tyne , 


NE4 oXA. 

Barker, Brian Geoffrey, B. SC., A.C.A., 41968; 70 
North Hill, Highgate; London N6. 

Barnes, Derek Talbot, A.C.A., a1g68; 188 
Alcester Road South, Birmingham r4. 

Barnes, John Peter, A.C.A., 21968; Rose Cottage, 
Copthorne Bank, near Crawley, Sussex. 

Barnes, ‘Trevor George Envwright, A.C.A., 
a1968; “Glengarriff’, Hursley Hill, Whit- 
church, near Bristol. 

Barrow, Howard Lonsdale, A.C.A. , a1968; 2 The 
E Hazlemere, near High Wycombe, 

ucks 

Bartlett,. John Samuel Guest, A.C.A., a1g68; 
. with Arthur Young & Co, PO Box 2462, 
Tripoli, Libya. 


"Basford, Hedley Richard, A.C.A., a1968; 144 


Tonbridge Road, Maidstone, Kent. 
Bateman, Stephen Leonard, A.C.A., a1g68; 
_ 6 Woodside House, Woodside, Wimbledon, 
~ London SWro. . 
Batten, Philip Victor, A.C.A., arg68; 12 Mans- 
fields, Writtle, Essex. 
Bayat, Manoockhehr, B.SC.(ECON.), A.C. A. , arg68; 
. clo Bank Markazi Iran, Avenue Ferdowse, 
Tehran, Iran. 
Bayer, [an William, A.C.A. , 41968; 13 Rowlands 
Road, Horsham, Sussex. 


Baylis, Terence Leslie, A.C.A., @i968; 32 
ewe, House, _ Stockwell Road, London 


Beale, ‘Nicholas John, B.A.(ECON.}, A.C.A., 21968; 
iere Billing, Boughton Lees, Ashford, 

ent 

Beard, Robert James, A.C.A., a@1968; 18 Green 
Street, Gillingham, Kent. 

Beaumont, David, A.C.A., a1968; 15 Ashbourne 
Road, Hazel Grove, Stockport. 

Blackshaw, Terry, A.C.A., &1968; 86 Bury Old 
Road, Salford, 7, Lancs. 

Becker Jones, Clive Anthony Richard, A.C.A., 
a1968; 96 Burnham Green Road, Burnham 
Green, Welwyn, Herts. 

Beevers, Graham Martyn, 
‘Moorhurst’, St J ohns 
Ilkley 

Bell, Alan Douglas, M.A., ARA a1968; 59 
Castellain Mansions, London Wo.’ 

Bendall, Christopher Graham, A.C.A., A1968; 19 

l Ashdown Close, Moseley, Birmingham 13. 

Bennett, John Wiliam Scott, A.C.A., argos: 
Ha Baytree Road, “Weston-supersMare, S 


A.C.A., @1968; 
Park, Menston, 


Berman-Wald, Michael Keith, A.C.A., Gas . 


94 Hodford "Road, London NWrz. e 

Bernard-Deschampsneufs, Hugo, A.C.A. 81968; 
51- Sydney Street, London Sw 

Berry, Lindsay Harry, ACA., a196; 2 Grey 
Crescent, Newtown, Linford, ics. 

Bhatia, Ashok, A.C.A., 21968; 4 The Carltons, 
32 Carlton Drive, London SWr 8. 

Bhattacharya, Sujit, A.C.A., a1968; c/o D. K. 
Chakravorty, p1/73 Satya Marg, New 
Delhi 11, India.’ 


: Binks, 


Bidwell, Robert Charles, A.C.A., 219683: 


‘Station Road, Blackwell, Bristol BS19 3NW, 
Bilgrami, Ali Hyder, A.C.A., 21968; A Onslow 
Gardens, London SW7. 
John Richard, B.A., A.C.A., a1b68; 
Vincent House, Pembridge Square, London 


Wa. 
Bin Mohd Perai, Anuarul Aini, A.C.A., a168; i 


Pekan Sari, Kerdau, Mentakab, Pahang, 
Malaysia. 

Bishop,- David, A.C.A., a1968; 44 Greenhill 
Avenue, Caterham, Surrey CR3 6PQ. 

Black, David lan, pas oe ar96$; 13 Raven 
Court, Hatfield, H 

Blake, John Marto, S e A a1968; 24 Blackett 
Street, Putney, London SWr 5. 


- Blakey, David Robin, A.C.A., 21968; 4 Mayfield 


Road, Moordown, Bournemouth, Hants, 
Blessed, Roger, B.A.(ECON.), A.C.A., @1968; 60 
St Peters Avenue, Cleethorpes, Lincs. , 
@ Bliss, Alan David, A.C.A., 21968; A. D. Bliss 
& Co, 9A Barn Way, Wembley Park, Middx. 
Bloomfield, Peter Randolph, A.C.A., a1g68'; 


40 Shepherds Lane, Caversham, Reading, 


Berks. 

Blyth, .David, A.C.A., 41968; rra Thornton 
Road, Heald Green, Cheadle, Cheshire. í. 
Boak, Stephen Noel, A.C.A., @1968; Orchard 

Close, Scagelethorpe, Malton, Yorks. 

Bodimeade, Colin Peter, A.C.A., @1968; 34 
Greycoat Gardens, Greycoat Street, Lon- 
don SW. 

Bolt, John Oxton, A.C.A., 21968; 10 Hatherlow, 
Remiley, Cheshire. 

Bolton, David Richard, A.C.A., ar968; 16 
Cheviot Close, Tonbridge, Kent. 

Boothman, (Miss) Rosemary, A.C.A., a1g968; 31 
Coleshill Avenue, Burnley. 

Borel, Ainsley George, B.COM., A.C.A., erop, 
9 William ‘Terrace, Belmont, Port-of-Spain, 
Trinidad, West Indies. 

Bosworth, Michael, A.C.A., 21968; 33 Highfield, 
Woodford, Kettering, Northants. 

Rothamley, Brian Michael, A.C.A., a1968; 23 
Glenfield Road, Leicester. , 

Bouch, Howard Heskett, A.C.A., @1968; 18 
Ennerdale Avenue, Workington, umber- 


Boul, "David Charles, A.C.A., 21968; 27 ‘Acre 
Lane, Eccleshill, Bradford . 2, Yorks. 

Bouquet, Paul France Mario, A.C.A., drop: 
with Goodman Myers & Co, Roxburghe 
House, 273/287 Regent Street, London 


I, 

Bourner, Roger Alan John, A.C.A., 21968; with 
Hamilton & Wilton, 6 Eversley: Road, 
Bexhill, Sussex. 

Box, Robert. ‘James, A.C.A., 21968; 44 Pyiners 
Mead, Croxted Road, London Gar | 


Boyce, [an Duncan, A.C.A., a1968; 21 ae 


gate Place, London SW7. 

Brackenridge, Peter, A.C.A., a1968; 88- Fair 
ee Avenue, Eccleston Park, Prescot, 
Lan 

Bradbury, Arnold Richard, A. GA. -» 41968; 106 
Collingwood House, Dolphin Square, Lon- 
don SWr. 

Bradley, Richard John, A.C.A., a1968; 
Barnsley Road, Birmingham ro, l 

Braithwaite, Peter Gordon, A.C.A., a1968; 39 
Kingsmead Road, Tulse Hill, London SW, 


Brand, Michael, A ca. a1968; 73 Kimberley 


II 


“Road, Croydon, Surrey. 
Brandman, Stephen Philip, A.C.A., a1968: 40 
Collinwood Gardens, Clayhall, Ilford, Essex. 


Bratton, Andrew James, A.C.A., a1968: 11 
eee Road, Winslow, 

Bray, Alan John Neil, A.C.A., 21968; 8 Queens 
Mansions, Brook Green, London W6. 

Brazington, Philip Ernest, A.C.A., Ge I 
Bourne Court, London Road, Withdean, 
Brighton Nx 8QQ. 

Brew, Randal Anthony Maddock, A.C.A., 
ar968; 9 Dominic Drive, Kings Norton, 
Birmingham 30. 


Brewster, Richard David, A.C.A., 21968; Edge 


House, Kentish Lane, Hatfield, Herts. 


Briant, Paul Francis, A.C.A., grob: 20 White- 
stone Road, Nuneaton, Warwicks. 


Camborne Road, Sheffield S6 rHN 


U E 


EE l 


Bridge, Gordon Wilson, AA. Geng 3I >~ 


494 


Britton, David John, A.C.A., a1968; 92 West- 
wood Crescent, Monton, Eccles, Manchester. 
Bromley, Robert Alan, A.C.A., @1968; 36 
Richmond Avenue, Leicester LE2 5AX. 
Brookes, Ian Vance, A.C.A., @1968; 7 Wolsey 
Drive, Bishopthorpe, York. 
Brooks, Peter Clive, A.C.A., a1968; Flat C, 
South Lodge, 1 Park Avenue, Worcester, 


Broughton, Edward William George, A.c.a., ` 


a1968; 3 Linden Drive, Evington, Leicester. 

Brown, Kenneth Alan Param, A.C.A., 21968; 
32 Albion Hill, Loughton, Essex. 

Brown, Nigel Denis Spence, A.C.A., 21968; T'he 
Close, Dorrington, Lincoln. ' , 

Brown, Simon Moody Peter, A.C.A., 21968; Re 
House Farm, Dennington, near Woodbridge, 
Suffolk, 

Browne, Graham, A.C.A., 21968; 97 Peterstone 
Road, Abbey Wood, London SE2. 

Browning, Geoffrey Francis John, A.C.A., 
a1968; ‘Imber, Millway Road, Andover, 


Bryant, Michael William, A.C.A., a1963; 
“Tresco’, Holly Hill Lane, Sarisbury Green, 
Hants SO3 6AB. 

’ Buchan, Ian James, A.C.A., 21968; 191 Queens- 
gate, London SW7. 

Buckmaster, Alan Maurice Deane, 
a1g68; 1 Priestwood House, Wokingham 
Road, Bracknell, Berks. 

Bull, Barry Robert, A.C.A., 21968; 72 Fairlop 
Road, Barkingside, Ilford, Essex. 

. Bull, Christopher Robert Howard, B.A., A.C.A., 
a1968; 72 Bromley Road, Beckenham, Keat 
BR3 2NP. 

Bull, Richard Piers Ashworth, A.C.A., 21968; 58 
Rossmore Court, Park Road, London NWT. 

Bulling, Stephen Francis Langlands, A.C.A., 
a1968; 16 Grosvenor House, Stortford Hall 
Park, Bishops Stortford, Herts. 

Bullough, Rodney Howard, B.sc.(ECON.), A.C.A., 
grob: 129 Garners Lane, Davenport, 
Stockport, Cheshire. 

Bunce, Stephen William, a.c.a., a1968; 338 
London Road, High Wycombe, Bucks. 

Bunn, Alan Leslie, A.C.A., a1968; 120 High 
Street, Solihull Lodge, Shirley, Solihu_], 
Warwicks. 

Burge, John Proctor, A.C.A., @1968; ‘Little 
Mullions’, Gatton Road, Reigate, Surrey. 
Burn, Bryan Adrian Falconer, A.C.A., 21968; 
49 Exeter House, Putney Heath, Londen 

SWis. 

Burr, Bryan Anthony, A.C.A., @1968; 1726 
Thornham Street, London SExo, 

Burton, John Victor Robshaw, A.C.A., 21968; 
25 Beauchamp Road, East Molesey, 
Surrey. d 

Burton, Richard Seagrave, A.C.A., a1968; 41 
Bridle Road, Burton Joyce, Nottingham 
NGr4 8FS. 

Busby, Alan George, A.C.A., 41968; 224 Perry 
Street, Billericay, Essex. 

Butterworth, Richard, A.C.A., 21968; 13 Keble 
Avenue, Oldham. 

Buxo, Paul Anthony, A.C.A., 21968; 25 Bradford 
Road, Seven Kings, Essex. 

Buxton, Peter Robin, A.C.A., @1968; ‘Perojana’, 
Stanningfield Road, Great Welnetham, Bury 
St Edmunds, Suffolk, 

Bye, Richard Alan Charles, B.A., A.C.A., a1968; 
68 Kenilworth Avenue, Wimbledon, Lor- 
don SWrg. 

Byrom, Peter John, B.SC., A.C.A., @1968:; 10 
Kensington Park Mews, London W111. 


`” Caldwell, Jonathan Edward Murray, A.C.A., 
21968; ‘Fairhaven’, Broomhill, Londonderry, 
Northern Ireland. 

Campbell, David, a.c.a., a1968; 2 Madeira 
Avenue, Whitley Bay, Northumberland. 

Campbell, Peter Gordon Vere, A.C.A., a196§; 
11 Dorchester Court, Buckingham Road, 
South Woodford, London Ex8. 

Canney, Peter Julian Campbell, A.C.A., a196&; 

. The Red House, Petham, near Canterbury, 
Kent. 

Carey, Michael David, A.C.A., 21968; 6 Tayler 

. Road, Wallington, Surrey. 

Carter, Charles Marcus Christopher, B.SC., 
A.C.A., 41968: 80 Fenay Lane, Almondbury, 
Huddersfield. 
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Castle, Peter John, A.C.A., 21068; 25 Castview, 
Rainham, Gillingham, Kert. 

Cave, Ellis, B.SC.(ECON.), A.C.A., 21068; with 
Cooper-Parry, Hall, Doughty & To, 102 
Friar Gate, Derby. 

Cawdran, Richard Arthur, A.C.A., @1358; with 
Peat, Marwick, Mitchell & Co, rr Iron- 
monger Lane, London ECz. 

Chambers, Andrew David, B.A., A.C.a., arg68; 
43 Forest Approach, Woodforc Green, 
Essex. 

Chandiok, Arvind, A.C.A., 1968; Kro Jangpura 
Extension, New Delhi 14, India. 

Chapman, David Leslie, a.c.a., drop: 
‘Vumba’, Great Woodcote Park. Purley, 


Surrey. 

Cheslin, Michael Walter, A.C.A., a7968; 44 
Meredith Rozd, Coventry. 

Childs, Richard John, A.C.A., 21968; 35 Victoria 
Road, South Woodford, Landon E18. 

Chinoy, Gulam Kayam, A.C.A. 41968. 1 Collier 
Drive, Edgware, Middx. 

Choy, Ying Tong, A.C.A., 21968; 1 Hazelwood 
Clo Ealing, London Ws. 

Churchill, John Leonard Edwin, B.A., A.C.A., 
grob: 32 St Mary’s Lane, Upminster, Essex. 

Clarey, Andrew Lindsey, a.c.a., a1968: 47 
Ravenswood Crescent, West Wickham, Eent. 


Clark, David Richard, A.C.A., 21968; 16 Mill 
Road, Angmering, Littlehampton, Sussex. . 

Clarke, David, a.c.a., argi8; c/c Messrs 
Hilditch & Young, Barclays Bank Buildings, 
44 Old Hall Street, Liverpool 3. 

Clarke, David Philip, A.C.A., arg€8; o St 
Aidans Terrace, Claughton, Birkenhead. 
Clarke, Roger John, A.C.A., 21968; 7 Invicta 
House, Rhodaus Close, Canterbury, Kent. 


Clarke, (Miss) Rosemary Ann, A.C.A., @1968; 
‘Heathcote’, Ardmore Lane, Buckhurst Hill, 
Essex. 

Cleveland, Alan Victor, A.C.A., @1968; 116 
Gristhorpe Road, Selly Oak. Birmirgham 29. 

Clifford, Simon Chalcot, A.C.A. @1968: 13 
Stafferd Road, Sidcup, Kent. 

Clissold, Alan, A.C.A., arg68: 11 Underwood 
Road, Handsworth Wood, Birmingham 20. 

(Clough, David, A.C.A., a@1968; 17 Holden 
Avenue, Kingsbury, Londen NWa. 

Cochrane, Jonathan Scott, A.C.A., arc68; c/o 
Brig. A. G. Walch, Leigh Hill, Savernake, 
Marlborough, Wilts. 

Coffey, Charles Edward, A.C.A., 21968; 11 Ings 
Crescent, Leeds 9. 

Cohen, Laurence Sydney, A.C.A., a1968: 33 
Childwall Crescent, Liverpool 16. l 
Cole, Ian, B.A„ A.C.A., arg68; Flat 1, 27 

Holland Park, London W11. 

Colegate, Adrian Tracey, B.A., A.C.A , dro: 
4 Elsham Road, London W714. 

Coleman, Robert Ian, B.SC.{ECON.’, ASA., 
arg68; 207 Laughlin Hall, 5519 Blacks-one 
Avenue, Chicago, Illinois 60637, USA. 

Colin, Michael, 4.c.a., @1968; 106 Stand Lane, 
Radcliffe, Manchester M26 oJU. 

Collinson, Anthony John Urquhar:, a.c.a., 
a1g68; 5 Fentham Close, Hampton-in- 
Arden, Solihull, Warwicks. 

Colquitt, Ronald, A.C.A., 41968; 18 Honister 
Drive, Middleton, Manchester. 

Congrave, James Thomas, A.C.A., @1968: 15 
Beech Close, Gilway, Tamworth, Staffs. 
Cook, Jemes Colquhoun, B.A., A.C.A., 19683 1r 

West Hill, Hitchin, Herts. 

Cook, John Malcolm, A.C.A., 71968; 5 Patter- 
dale Drive, Loughborough, Leics. 

Cooke, Michael John, A.C.A., 21968; 6 Terry 
Drive, Walmley, Sutton Coldfield. 

Cooper, Peter Graham, A.C.A., arçE8; 230 
Victoria Road, Alexandra Park, London N22. 

Cope, Cecil Edward, A.C.A., 21968; 10 Pippin 
Hit, Denby Village, Derbyshire. 

Cornell, Gerald Charles John, A.C.A., a1g68; 
31 Shakespeare Road, Straits Estare, Eud- 
ley, Worcs. 

Cory, (drai Elizabeth Sheila, A.C.A a1968; 
Cob Cottage, Garth Read, Fentyrch, 
Glamorgan. 

Cottrill, Dennis Robert, A.C.A., 21968; 14 Harts 
Green Road, Harborne, Birmingherm 17. 
Coulson. John Colin, A.C.A., 21968; 3 Eady’s 
Row, Woodford, near Kettering, Northants. 
Cowan, Malcolm Lionel, A.C.A., a1rg68; 15 

Lutton Place, Edinburgh 8: 


October 12th, 1968 


Cox, Brian John, A.C.A., 21968; 25 Robin Good 
Fellows Lane, March, Cambs. 

Cox, Peter Ross, A.C.A., a1968; ‘Early Rivers’, 
Prestwood, Great Missenden, Bucks. 

Cox, Walter Trevor, A.C.A., a1968; 5 Park 
Crescent, Elstree, Boreham Wood, Herts. 
Kee Peter John, A.C.A., @1968; 52 

Gloucester Road, Urmston, Lanes. 

Craik, Michael Douglas, - A.C.A., a1968; 114 
P:ggottshill Lane, Harpenden, Herts. 

Cree, Geoffrey Stuart, A.C.A., 21968; 49 Burton 
Road, Sutton-in-Ashfield, Notts NG17 2EU. 

Crook, John, A.C.A., 21968; 18 Crooklets, Bude, 
Cornwall. 

Crystol, Bryan Martin, a.c.a., @1968; 11 
Henson Avenue, Anson Road, London NW2. 

Cullup, Robin John, A.C.A., a1968; 7 Mill Dale 
Road, Kettering, Northants. 

Culverhouse, John Robert, A.C.A., ax968; 136 
Normanshire Drive, Chingford, London E4. 

Curtis, Cyril, A.C.A., a1968; 29 Ferncroft 
Avenue, Eastcote, Ruislip, Middx. 

Curtis, David John, A.C.A., @1968; Reeves 
Cottage, Dean Oak Lane, Leigh, near 
Reigate, Surrey. 

Cutcliffe, Norman Gwilym, A.C.A., a1968; 
Ormond Lodge, Weston Road, Bath, 

Cuthbert, Stephen Colin, B.SC., A.C.A., 21968; 
25 Eaton Place, London DW." 

Cutts, Andrew Paul, A.C.A., 21968; 17 Wood- 
lands Avenue, Beighton, Sheffield. 


Dahlan, Abdul Halim Bin Haji, A.C.A., a1968; 
24. Rostrevor Road, London SW6. 

Dakers, Christopher Hugh, B.COM., A.C.A., 
a1g968; Flat 170, 29 Abercorn Place, Lon- 
don NW8. 

Dalby, Brian, A.C.A., 
Avenue, Grimsby. 
Dalby, Christopher Michael, A.C.A., 21968; 127 

Whitecroft Road, Sheldon, Birmingham 26. 

Dale, Arthur Geoffrey, A.C.A., @1968; 125 
Darlaston Road, Walsall, Staffs. 

Darby, Barry James Arthur, A.C.A., a1968; 
‘Buntizome’, Pymoor, Ely, Cambs. 
Dathan, David Tony, A.C.A., a1968; 30 Cleve- 

land Avenue, Radipole, Weymouth, Dorset. 

David, (Miss) Gaynor Elizabeth Verna, A.C.A., 
arg68; 14 Tongdean Road, Hove 4, Sussex. 

Davidson, Brian James, A.C.A., a1968; 52 
Almond Avenue, Risca, Newport, Mon. 
NPr 6PG. 

Davidson, John Garrick, A.C.A., a1968; ‘The 
Lodge, Steeple Ashton, near Trowbridge, 
Wilts 


arg68; 79 Pershore 


Davidson, Malcolm Stuart, A.C.A., a@1968; 
Torton Grove, Hartlebury, Worcs. 

Davie, Robert John, B.A., A.C.A., @1968; 1 
Grosvenor Court, Tinshill Road, Cookridge, 
Leeds 16. 

Davies, Derek Bracher, A.C.A., a1968; ‘Brég’, 
Clayton Avenue, Hassocks, Sussex. 

Davies, Victor Albert, A.C.A., 21968; 13 Burns 
Close, Welling, Kent. : 

Dawson, John Hennessey, A.C.A., a1968; 37 
Grahame Close, Blewbury, Berks. 

Dawson, (Miss) Wendy, A.C.A., a1968; 18 
Rosary Gardens, London SW7. 

Day, (Miss) Celia, A.C.A., 21968; Boar’s Hole 
Ferm, Mariston, Newbury, Berks. 

Day, Graham Manton, A.C.A., @1968; 17 

will Lane, Newton, Swansea. 

Day, Roger Edwin, A.C.A., 21968; 41 Hewens 
Road, Hillingdon Heath, Middx, 

Deakin, Alan, A.C.A., 21968; 85 Lodge Street, 
Accrington. 

Deane, Jean Pierre, A.C.A. a@1968; 36 East 
Steen Avenue, London SWr4. . 

Deighton, David Raymond, A.C.A., a1g68; 
1r Glasslaw Road, Bitterne, Southampton 


SOz 5PE. 

Delaney, Arnold Thomas, A.C.A., @1968; 33 
Acacia Drive, Sandy Lane, Allerton, 
Bradford. 


Demby, Alan Stanley, A.C.A., 21968; 82 Wood- 
stock Avenue, London NW1r. 

De Fivalz Piat, Philippe Prosper Louis Andre, 
A.C.A., 421968; 26 Kew Green, Kew, Surrey. 

Desai, Dhirubhai Nathubhai, B.SC.(ECON.), 
ee a1g68; 30 ‘Tranmere Road, London 


18. 

De Silva, Ashley Beverley Cyril, B.SC., A.C.A., 
a1358; 64 Manor Vale, Boston Manor Road, 
Brentford, Middx. 


~ 
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Dixon, John Norman, A.C.A., a1968; 38 Coley 
View, Northowram, Halifax. 

Dobrin, Anthony Philip, A.C.A., arg68: 92 
Hamilton Terrace, London NW8. 

Dodds, John Malcolm, A.C.A., "41968; 23 
Alexandra SE Meole Brace, Shr2ws- 


ury, 

Dodds, John Wana A.C.A:, 41968; 5 R_ver- 
head Close, Sittingbourne, Kent. 

Doggart, Alexander Vincent Norman, A.C.A., 
a1g68; ‘Green Gables’, Startforth, Barnard 
Castle, Co Durham. ` ` 

Doney, Robert George William, A.C.A., at968; 
78 Hogarth Gardens, Heston, Middx 

Douce, Jeffery Thomas, A.C.A., a1968; 289 
Quinton Lane, Quinton, Birmingham 32. 

Dowling, Philip Peter, ` A.C.A., RSC 767 
Ecclesall Road, Sheffield Str 8TH 

Dravers, Peter Barry, A.C.A., a1g68; 17 The 
Knoll, Beckenham, Kent. i 

Driscoll, Christopher John, A.C.A., a196&; 
Riverdale Gardens, Twickenham, äddy, "` 

Driver, Richard Stephen, A.C.A., a1963: 8 
Woodlands, North Harrow, Middx. 

Duckworth, Geoffrey Keith, A.C.A., a1968 259 
Longhurst Lane, Mellor, near Stockport, 
Cheshire. 

Dudley, John Leslie, A.C.A., 21968; 97 Burrow 
Road, Chigwell, Essex. 

Dunican, Paul Edward Peter, A.C.A., 21968; 60 
Ryecroft Road, London SW:6. 

Dunk, John Julian, A.C.A., @1968; with Skaney 
Dunk & Co, 14 Campo Lane, Sheffield I. 
Dunn, Peter Antony, A.C.A., 1968; 21 Pollard’s 

Hill East, Norbury, London SW16. 

Dunton, Barry, A.C.A., a1968; 6 Waylands, 
Wood End Green Road, Hayes, Midd=. 

Durrant, Robert Mervyn, A.C.A.; a19g68; 33 
Grove Park, Bury St Edmunds, Suffolk. 

` Dwyer, Barry, A.C.A., @1968; 45 Upper ?ark, 
Harlow, Essex. 

Dye, Kenneth Howard, A.C.A., a1968; 
Thornhill Road, Islington, London Nr. 


- Eaves, (Miss) Betty Joyce, a.c.a., arg6E; 63 
Chen ES. Road, Thornton Heath, Surrey 

Eden, Anthony Richard, A.C.A., arg; 86 
Alderton Hall Lane, Loughton, Essex. 

' Edie, Gavin Walker, A.C.A., a1968; Mocnhill 

l Place, Cuckfield, Sussex, 

Edwards, Allan Lewis, A.C.A., a1968; 13 Craig 

- Wen, Morganstown, near Cardiff. 

Edwards, Brian Ross, B.SC.(ECON.), A.C.A., 
a1968; 25 Wadhurst Avenue, Luton, Beds. 

Edwards, Michael Alan, A.C.A., a19068; "bi. 
ton’, Whitchouse Lane, Codsall _Wood, 
Wolverhampton. 

Edwards, Stuart Ian, A.C.A., @1968; ‘Beaufort’, 
Quarry Lane, Halesowen, Worcs. 

Eley, Andrew John, A.C.A., @1968; 29 Worlds 
E Road, Handsworth Wood, Birmingham 
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Ellis, Simon Hugh, A GA r ‘Leigh Road; New 
Milton, Hants. 

Emberton, John Nicholas, A.C.A., @2968; 

_ ‘Spinney’, Calveley, Tarporley, Cheshire. 

Engel, (Miss) Elizabeth Ma A.C.A., 82968; 
eo Forest Road, Hainault, Ifo rd, Essex. 

Enticott, Ronald David, A.C.A., a1968; 45 Rad- 
cliffe Road, Harrow Weald, ‘Harrow, Maddx. 

Errington, Graham Paul, A.c.a.,‘a@1g6¢; 16 
Dee Court, Park Road, New Bernet, 

Herts, 

-Espenhahn, Peter Ian, B.A., A. C.A., dro: 48 
Ge Road, London SW Wig., 

Evans, Ewart Harold Lyle, A.C.A., 41968; 
Lugwardine Vicarage, Hereford. 

Evans, Paul Andrew’ Dale, B.A., B.SC., *.C.A., 
21968; 22 Campden Hill Towers, ‘London 


Exham, ‘Richard Langley, A.C.A., a1968; Eagle 


Lodge, Mile Path, Woking, Surrey. 


` Fadzilah,: Binti ‘Saad, A.C.A., at 968; 59 The 
Drive, Hove BN3 3PF, Sussex. 

Faithfull, David Vivian, A.C.A., a1968; 8 Eroad- 
ae ‘Avenue, Winchmore Hill, Lendor 

2I 

Farmer, John Guy Warton, A.C.A., 21968; Flat 
4, 36 Buckingham Gate, London SW1. 

Farrar, Christopher, A.C.A., 21968; 52 Highgate 
Drive, Leicester LE2 6HH. 

Farres, Alan Ernest; A.C.A., a1968; 19 Chieveley 
Drive, Tunbridge Wells, Kent. 
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Fass, Richard’ daten A.C.A. ef: 5 Barrie 
House, Lancaster Gate, London W2. 
Fava, Anthony Joseph Leopold, A.C.A., 21958; 
6 Western Court, Huntly Drive, Finchley, 
Ondon N3. ` 
Fearnley, Roger, A.C.A., a1968; ‘Four Gables’ g 
Willowfield Road, Halifax. 


Fezris, Thomas Anthony, A.C.A., A1968; 23 


Ennismore Gardens, Knightsbridge, Lon- 
don SW7. 

Fiander, Alai Edward, A.C.A., 21968; 20 Eton 
Place, Eton College Road, London N W3. 
Field, Richard David, A.C.A., 21958; 22 Canter- 

bury Crescent, Sheffield S10 3RX. 

Fielden, David, A.C.A., a1968; TOA St Philips 
Road, Surbiton, Surrey. 

Firth, Brian, A.C.A., 21968; 58 Winskell Road, 
Simonside, South Shields. 

Fish, Leonard, A.C.A., 41968; 79 Park Road, 
Prestwich, Manchester. 

Fletcher, David Christopher, A.C.A., 41968; 
cjo The Co-operative College, PO Box 474, 
Kiboshi Road, Moshi, Tanzania. 

Fletcher, (Miss) Jacqueline Anne, 
a1968: 5 Roxholme Road, Leeds 7. 

Flett,. John Leslie, A.c.A:, ar968; rä Milton 
Street, South Shields, Co Durham. 

Fogg, Christopher Michael, B.SC,, ACA, 
21968; 380 Merton Road, London SW18. 
Foot, (Miss) Gillian Valerie, B.A., A.C.A., 21968; 
7 Cottenham Drive, “Wimbledon, London 

3W2o0. 

Forsyth, William James, A.C.A., @1968; 30 
ee Road, Fenham, Newcastle upon 


Foulkes, 7 Malcolm Henry, A.C.A., @1968; 44 
Waldegrave Gardens, Upminster, Essex. 


Fox, Stephen Richard, A.C.A., @21958; 4 Broom- 
Deld Road, Heaton Moor, Stockport. 

Frampton, Nicholas John, A.C.A., @1968; 35 
East Road, Bridport, Dorset. 

Franklin, Richard Alan, A.C.A., a1968; 34 Chase 
Road, Southgate, London Nr I4. 

Freeman, Martin, A.C.A., a@1968&; 72 Elmfield 
Poal Gosforth, Newcastle upon Tyne NE3 


A.C.A, D 


French, Robert Henry, A.C.A., a1g968; 30A The 
Avenue, Kew Gardens, Richmond, Surrey. 

Friedman, Mortimer James, B.COM., A.C.A., 
21968; 360 Harrogate Road, Leeds 17. 

Fryer, John Sidney, A.C.A., 21968; Beresford 
House, Tansley Hill Road, Dudley, Worcs. 


Fuller, William George Henry, A.C.A., a1g68; 
68 Beulah Road, Walthamstow, London Er, 

Fulton, William David, 4.c.4., @1968; c/o 
Midland Bank Ltd, 62 Castle Street, Liver- 
pool 2. 

ran (Mrs) Barbara Ann, A.C.A.. a1968; 30 

don Drive, Bexley, Kent. - 

Fussell, Andrew, A.C.A., @1968;, 41 Victoria 

Road, Hanham, Bristol. 


Gathercole, Malcolm, A.C.A., 21968; 280 Broad 
Walk, Blackheath, London SE3. 

Gayler, Andrew Martin, A.C.A., 21968; 150 
Purley Oaks. Road, Sanderstead, Surrey, 
CR2-oNS. 

G2orgiou, Kyriakos Nicola, A.C.A., 21968; 207 
Waterloo Road, London. SEx. 

Ghelani, . Sureshchandra -Amratlal, A.C.A., 
arg68; §3.Prince’s Square, London W2. 

Ghose, Ajoy,. A.C.A., 21968; 58 Norman Road, 
‘Manchester 14, 

Gibbs, Peter David. Errington, a. C.A., a1968; 
‘Whiteoaks’, Vincent Close, Esher, Surrey. 


Gibson, Alaa. A.C.A., 21968; 60 North Road ` 


East, Wingate, Co Durham. 
Gillespie, John Francis, A.C.A.. 
Princes Plain, Bromley, Kent. 
Glassman, David. Michael, A.C.A., @1968: 31 
Se Drive, Rothley, Leicester LE7 
Glenn, Anthony Morgan, A.C.A., arg68; 361 
The Ridgeway, St Albans, Herts. 
Gelbey, Geoffrey Philip, a.c.a.,- a@1968; Hr 
Shaftesbury Avenue, Kenton, Middx. 
Golding, Anthony Peter, A.C.A., 
Shorton. Valley Road, Paignton, Devon. 


Goldman, Anthony Leopold, a.c.a., @1968; 1 
Cockthorpe Close, Harborne, Birmingham 


41968; IIO 


17. 
Gomersall, Richard, A.C.A., @1¢668; 317. Chal- 
lenger Crescent, Thurnscoe, Rotherham. | 


ar1g68; 87 
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Goog, David John, A.C.A., a1968; 20 Henning 
Street, Battersea, London SWr1r. - 

Gore, Dudley Stuart, A.C.A., 21968; 19 Kendal 
Rise, Ee Kent. 

Gorringe, John Murray, A.C.A, @1968; To 
Three Mile Lane, New Costessey, Norwich. 


Graley, Simon Lancaster, A.C.A., a1968; 
Whitray’, Granville Park, Aughton, near 
Ormskirk, Lancs. 

Grant, Michael John Granville: A.C.A., 41968; 
‘Sumana’, George Hill Road, Kingsgate, 
Broadstairs, Kent. 

Gray, Brian Stuart, A.C.A., a1968; Edgeworth 
House, 13 Edgeworth Crescent, Hendon, 
London NW4. 

Gray, Philip David, A.C.A., 41968; 31 Pendrill 
Road, Bushbury, "Wolverhampton. 

Gray, Richard William, 3B.A.(ECON.), A.2.A., 
a1968; 448 Cromwell Road, Teddington, 
Middx. . 

Graydon, Frederick Allan, A.C.A., a1968 54 
Glen Terrace, Hebburn, Co Durham. 

Greaves, Patrick Denison, A.C.A., a1968: 15 
Thornbury Court, Church Road, Ostecley, 
Middx. 

Green, David Michael Ewin, A.C.A., 21968; 28 
Alexandra Road, St Austell, Cornwall. 

Green, Ian Colin, A.C.A., aig68: 506 Uxbridge 
Road, Hatch End, Pinner, Middx. 

Green, Robert Tarrant Brunt, A.C.A., 41368; 
. Fordoun ee Sewardstone Road, Wal- 
‘tham Abbey, Essex. 

Greenway, ‘The Hon. Mervyn Stephen 

Kelvynge, A.C.A. 41968; 52 Chester Kow, 
Landon SW1. 

Greig, Peter Francis McNeil, A.C.A., erop: 7 
Sinclair Road, London Wig. 

Griffin, Geoffrey John, B.A., A.C.A., @1968; 29 
Florence Streec, Walsall. 

Griffiths, Roger John, A.C.A., 21968; 82 Elm- 
croft Road, Birmingham 26. 

Gross, Raymond Malcolm Victor, B.A.(ECON.), 
A.C.A., 21968; 117 Leicester Road, Salford 7, 
Lancs. 

Guest, Paul Nigel, AG, d a1968; 45 Rectory 
Close, Newbury, Ber 

Gupta, Sudarshan’ Paul A.C.A, @1968; 12 
Lyndhurst Gardens, Hampstead, London 
NW3. 

Gupta, Tarsem Lal, a.c.a., 41968; c/o VIP 
Petroleum Ltd, PO Box I, Ashton Lane, 
Sale, Cheshire. 

Gwyther, Bernard, A.C.A., a1968; 59 Overland 
Road, Murnbles, Swansea. 


Haddleton, Brian, A.C.A., 21968; 28 The Park- 
lands, Pedmore, Stourbridge, Worcs. -> 
Hague, Peter William, B.A., A.C.A., 21968: Io 

Meadway Close, New Barnet, Herts, 


` Haigh, John Douglas, A.C.A., @1968; 7 Caven- 


dish Road, Barnsley. 

Hall, David James, A.C.A., drop: D Bridge ` 
Street, Stretton, Burton-on-Trent, Staffs, 

Halson, Michael Leonard Victor, A.C.A., drob: 
69 Fitzleet House, Queensway, ' Bognor 
Regis, Sussex. 

Hamilton, John Alexander, 
“Tilebarn’ , School Lane, 
Leatherhead, Surrey. 

Hamilton, John Philip, M.A., A.C.A., a168; 18 
Brockham Drive, Barkingside, Ilford, Essex. 

Hammond, Clive Robert, A.C.A., a1968; -63 | 
Southbourne Grove, Westcliff-on-Sea, Essex, 

Hammond, David Bruce, A.C.A., a1968; 3I 
Porth-y-Castell, Barry, Glam. . 

Hamp, Emlyn John, A.C.A., 21968; 15 Mariner 
Gardens, Ham, Richmond, Surrey. 

Hancock, Ivor, Newton, A.C.A., a1968; 122 
Greenbank Avenue, Bristol 5. 

Handley, George William, A.C.A., a196&; 10 
Hatton Street, Wellingborough, Northants. 
Handley, John Roger, A.C.A. , 21968; 250 Booth- 

ferry Road, Hull. 

Hanison, Norman, A.C.A., 21968; 7 Norrice Lea, 

i London N2. 

Hanson, Ian Nigel, A.C.A., A1968; 126 Broad 
Toge Crescent, Burncross, Sheffield S30 
4RU. 

Hardman, Dennis John, A.C.A., 21968; 106 
Egloshayle Road, Wadebridge, Cornwall. 
Harrall, Jeffrey Charles, A.C.A., 21968; Boggs 
Cottages, Keele, near Newcastle-uader- 
Lyme, Staffs, .- 


A.C.A., ar968; 
Fetcham, near 
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Harris, John Hatfield, A.C.A., 21968; 74 Manor 
Way, Onslow Village, Guildford, Surrey. 
Hart, John Anthony, A.C.A., a1968; 67 Lulling- 
ton Garth, Woodside Park, London N12. 
Harvey, Anthony St John, A.C.A., 21968; rox 

Parkstone Avenue, Emerson Park, Horn- 
“ church, Essex. - 
Harvey, David Anthony Pearce, A.C.A., a1963; 
ee Bickley Park Road, Bickley, 
ent. 

Hlasslacher, Austin Robert Roche, A.C.A. 
a1968; 4 Fairholme Road, London W14.. 
Hawes, Derek George, A.C.A. @1968; 264 

Belvedere Road, Burton upon Trent, Staffs. 
Hayward, Jeremy John Uphill, A.C.A., 41963; 
‘Strathearn’, Kilmacolm, Renfrewshire. 
Heather, Stuart George, A.C.A. 21968; 41 Mill 

Way, Feltham, Middx. 
Hennessy, Colin Thomas, A.C.A. @1968; 9 
Orchard Road, Sutton, Surrey. 


‘Herbert, Peter John Alan, A.C.A., a1968; <8 


Thornby Avenue, Solihull, Warwicks. 


Hetherington, Thomas, A.C.A., @1968; 20 
. Bertram Crescent, Pendower, Newcastle 
upon Tyne NErs 6PX. 


-Hewes, Anthony Heathcote, A.C.A., 21968; 27 


The Mount, Fetcham, Surrey. 
Hibberd, Graham Sydney, A.C.A., @1968; 21 
Hampton Road, West Bridgford, Notts. 


Hickey, Patrick Matthew, A.C.A., 21968; wich 


Williams, Stoker & Co, 9 Bedford Row, 
Londen WCr. ; 

Hicks, Jonathan Herbert, A.C.A., @1968; 19 
Brownsea View Avenue, Parkstone, Pools, 
Dorset. 


Hill, Christopher Geoffrey, B.A., A.C.A., 21968; 


ae Side, Clapham Common, Londen 

4. >^ 

Hill, Rupert John, B.A., A.C.A., 1968; Barn 
Cottage, Chiddingfold, Surrey. 


Hinchliffe, John Stephen, a.c.a., 21968; Old . 


ik g Cottage, Briggate, Knaresborough, 
orks. 

Holden, Michael Keith, A.C.A., @1968; 7 
Lawnswood, Manor Road, Barnet, Herts. 
Holding, Edward William Valentine, B.A., 
A.C.A., 41968: 644 Cromwell Avenue, High- 

gate, London Nô. 


Holland, Joseph, A.C.A., a1968; 62 Musgrave 


Road, Bolton. 


Holland, Michael Edmund, A.C.A., a1968; TI 


Lutterworth Road, Northampton. 

Holmes, Nicholas William Dawson, A.C.A., 
a1968; Flat 2, The Croft, 2 Grange Avenue, 
Ben Rhydding, Ilkley, Yorks. 

Honeyball, Geoffrey Charles, A.C.A., 41968; 5 
The Aloes, Fleet, Hants. 

Honeywell, Geoffrey Guy Bailey, A.C.A., 21968; 
2 Ethelworth Court, 149 Tulse Hill, London 


SW2. 

Hood, Frederick, A.C.A., 21968; 233 Turnpike 
Lane, Parkhill Village, Croydon, Surrey. 

Hooley, Peter, A.C.A., a1968; 12 Meadow Way, 
Wilmslow, Cheshire. 

Hopkins, David: Raymond, A.C.A., a@196&; 
Messrs Resting & Gwyther, 2A Churchill 
Way, Cardiff. 

Horgan, Peter Daniel, A.C.A 21968; 20 The 
Cloister Crofts, Leamington Spa. 

Hornby, John Fleet (Jun.), A.C.A., @1968; 17 
Myrtle Terrace, Dalton-in-Furness, Lancs. 

Horne, Charles Malcolm, A.C.A., @196&; 
Morton Hall, Morton, Southwell, Notts. 


Horner, Paul, A.C.A., a1968; 2 Redcar Road,’ 


Wallasey, Cheshire. 
Horner, Stephen John, A.C.A., 21968; 3 Alma 
Road, Clifton, Bristol 8. 
Hosangady, Rammohan Manohar Raghvendra, 
A.C.A., 21968; 37 Nottingham Place, London 
Wi 


Hoskins, Peter Graham, A.C.A., @1968; 13 
Woodbine Avenue, Gosforth, Newcastle 
upon Tyne 3. f 

Hoskisson, Clive, a.c.A., a1968; 42 Orchard 
Croft, Barnt Green, Worcs. : 

Hostombe, Roger Eric, A.C.A., a1968; c/o E. 
Hostombe Ltd, Mirraloy House, Regert 
Street, Sheffield Sr 3NJ. 

Hotchkiss, Anthony John, A.C.A., @1968; 32 
Ladbroke Square, London Wirt, 


_ Houndsell, Christopher John, A.C.A., @196&; 


411 Woodham Lane, Weybridge, Surrey. 


- Howard, William James, A.C.A., 21968; 26 


Ringers Spinney, Oadby, Leics. ` - 
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Howe, Brian William, B.A., A.C.A., a1968; 99 
Edgar Road, Hounslow, Middx. 

Howe, John, A.C.A., 21968; zo Temple Road, 
Prenton, Birkenhead. 


` Howell, Peter John, A.C.A., 21968; 68 Croft | 


Road, Godalming, Surrey. 


_Howes, David George Luke, A.C.A., 21968; 


22 Cedar Court, Colney Hatch Lane, 
Muswell Hull, London Nro. 

Hudson, Richard Lawrence, A.C.A., @1968; 6 
Cranley Mews, London SW7. . 

Hughes, David Kenneth Anthony Paul, A.C.A., 
ar96; 57 High View, Pinner, Middx. 

Hughes, Graham Michael, a.c.a.; a1958; 28 
Oldway Drive, Solihull, Warwicks, 

Humpage, Colin John, A.C.A.. a1968; 9 Packe 
Close, Feering, Colchester, Essex. 

Hunter, (Mrsi Diana Mary, A.C.A., arg68; 24 
Hungate, Beccles, Suffolk. 

Hunter, Michael Allan Henry, A.C.A., 21968; 
27 Cornwall Gardens, Loncon SW7. 

Hussain, Syed Sajid, B.COM., A.C.A., 21968; 
102 Pershore Road, Edgbaston, Birmingham 


5. 
. Hutchinson, Robert James, A.C.A., 419683; 23 


Petersfield, Croft, Leicester LEg 6GY. 
Hutchinson, Robert William, a.c.a., a1968; 
5 Harewood Road, Gosforth, Newcastle 
upon Tyne 3. 
Hutton, Michael William, A.C.A.. arg6&; 7 
Cubbington Road, Lillington, Leamington 


Spa. 

Hutton, Richard Anthony, M.A., A.C.A., 21968; 
Ebor House, Warren Road, Kingston on 
Thames, Surrey. 


‘Hutton, Richard John, A.C.A., a1r968; 115 


Marshalswick Lane, St Albens, Her:s, 
Ingle, Richard Henry, A.C.A., 21968; 33 Elmete 
Hill, Leeds 8. f 
Inness, Anthony Paul Adrian, A.C.A., a1968; 
d ege Mansions, Harpstead, London 
3- : 


Jackson, Brian Leslie, A.C.A., 21968; 33 Leys 
Gardens, Cockfosters, Barnet, Herts. 

Jackson, John Haydon, A.C.A., a1968; Haydon 
House, Evercreech, near Shepton Mallet, 
Somerset. 

James, Charles Barrie, A.C.A., a1968; 153 Dart- 
mouth Road, London 2e 


James, John Michael, A.C.A.. arg68; 3 En- 


borne Close, Tilehurst, Reading, Berks. 
Jarvis, John Michael, A.C.A., ar968: Pelham 
_Cottage, Grove Road, Beaconsfield, Bucks. 
Jayson, Geoffrey Russell, A.C.A., a1rg68; 60 
Foscote Road, Hendon, London NW4. 
Jenkins, David Geraint, B.A., a.c.a., @1968; 28 
Bowers Way, Harpenden, Herts. 
Jennings, David Heron, A.C.A., top: ‘South 


View’. Holmwood Corner, Holmwood, 
Dorking, Surrey. 
Jessani, Mohamedali Gulamhusein Kurii, 


A.C.A., 21968; with Hogg, Bullimore, Gundry 
& Co, City-Gate House, Finsbury Square, 
London ECz2. 

Jessop, David Graham, A.C.A.. a1g68: 4 West 
Park Mansions, 307 Otley Road, Leeds x6. 
Jetha, Akbarali Gulamali, A.C.A., arg68; 177 

Fordwych Road, London NW2. 

John, Stanley Kenneth, A.C.A., @1958; 3A 
Pembridge Crescent, Londan Wrz. 

Johnson, Derek Strafford, A.C.A., a1g68; 57 
York Road, Birkdale, Southport. 

Johnson, Edward Arthur George, A.C.A., 21968; 
19 Sulgrave Gardens, London W6. 

Johnson, Peter Wilde, A.c.a., a1g68; 40 
Buckingham Gate, London SWr. 

Johnston, Andrew, A.C.A., a1968; 6 Amherst 
Road, Manchester Mia 6UQ. 

Johnston, Henry Barrie Galloway, 3.A., A.C.A., 
arg68; c/o Lloyds Bank L-d, 6 Pall Mall, 
London SWr. 

Jones, Clifford Preston, A.C.A., a1958; 47 
Rutland Court, Denmark Hill, London SEs. 


Jones, Glyn Carl Evan, A.C.A., drob: 37 
eas Avenue, Beverley High Road, 

Jones, Hywel Gwyn, B.SC., A.C.A., 41968; 3 St 
Stephens Road, London Wr3. 

Jones, Leslie David, A.C.A., ages: 45 Braxfield 
Road, Brockley, London SE4. 

Judd, Alan Frederick, A.C.A., 21968; x% Cran- 
bourne Drive, Pinner, Middx, 


` October 12th, 1968 


Juniper, Barry Derek, A.C.A., a1968; 409B 
Ashley Road, Parkstone, Poole, Dorset. 


Karam, John Brent, A.C.A., 21968; c/o S. D. 
Karam & Sons Ltd, PO Box 52, Accra, 
Ghana. ` ` ' 

Katesmark, Michael Edward William, A.C.A., 
a1968; 34 Briar Road, Norbury, London 
SWI6, f , 

Kay, David Moburn, A.C.A., a1968; 6 Upping- 
hem Drive, Springwood, Ramsbottom, vja 


VIN, 

Keazrns, John Herbert, A.C.A., 21968; 16 Hart- 
hill Road, Liverpool 18. ` ; 

Kemp, Roy Peter, A.C.A., 41968; 9 Ray Court, 
Shrewsbury Road, London W2. 

Kendali, Nigel Francis Herrick, A.C.A., @1968; 
70 St Osmunds Road, Parkstone, Poole, 
Dorset. 

Kendall, Stephen Michael, A.C.A., @1968; 58 
Parkhead Road, Sheffield Srr op 

Kennard, Nigel Robert, A.C.A., 21968; “Thistle- 
wood’, Les Gravées, Guernsey, CI. 

Kenney, William Ernest, A.C.A., a1968; 50 
Whitecroft, St Albans, Herts 

Kent, David James, A.C.A., a1968; 27 Lindsay 
Road, Leicester. j 

Kent, Simon Andrew David, A.C.A., a1968; 115 
Da-ztmouth Road, London NWa. 

Key, Alan Patrick, A.C.A., a1968; 242 Stone 
Road, Hanford, Stoke-on-Trent. 

Keyte, Malcolm William, A.C.A., 41968; 52 
Whyteleafe Rcad, Caterham, Surrey. 

Kibel, Simon David, B.sc.(ECON,), A.C.A., arg68; 
sz Eaton Manor, The Drive, Hove, Sussex. 

Kilby, Eric Melvyn, B.A., A.C.A., 21968; 74 
Abingdon Road, Bramhall, Cheshire. 

i on, James Eric Clive, A.C.A. 21968; 121 
Kingsway, Chandlers Ford, Eastleigh, Hants. 

King, Robert Forbes, A.C.A., 41968; 1 School 
House, Ysgol Penybont, Ewenny Road, 
Bridgend, Glam. 

Kirby, Richard Graham, A.C.A., a1968; 8 
Cerlton Gardens, Kingsley, Northampton. 
Kloss, Anthony Martin, A.C.A., 41968; 24 May- 

field Gardens, Hendon, London NW4. 

Knight, Eric William, A.C.A., @1968; 12 Well 
Brow Drive, Longridge, near Preston, Lancs 
PR3 3TB. 

Kyriacou, Marios Telemahou, A.C.A., 21968; 
52 New River Crescent, Palmers Green, 
London Nr3. 


Lakin, Mark Philip, A.C.A., 21968; 85a King’s 
Read, London SW3. 

Lambert, (Miss) Judith Ann, A.C.A., a1968;-10 
Came View Close, Dorchester, Dorset. 

Lambert, Rodney Edward, A.C.A., 41968; 
Waterside Cottage, Duck Lane, Welford- on- 
Avon, Warwicks. 

Lamin, Robert Maxwell, A.C.A., @1968; 18 
Devonshire Avenue, Beeston, Notts. 

Lane, Richard Ernest, A.C.A., a1968; ‘Little 

‘Orchard’, Barnet Wood Road, Bromley 
Ccmmon, Kent. . 

Lansdown, Alan John Christopher, A.C.A., 
grob: 5 Dorset Road, Lewes, Sussex. 

Last, David Christopher, B.A., A.C.A. a1968; 
61 Holmwood Road, Cheam, Surrey. 

Last, Peter Frank, A.C.A., a1968; Church 

ge, Caister-on-Sea, Great Yarmouth. 

Lavers, Roger Jahn, A.C.A., a1968; Mannings 
Wood, French Street, Westerham, Kent. 

Law, Ian Richard Macleod, A.C.A., a1968; 
‘Primavera’, Wellhouse Lane, near Burgess 
Hill, Sussex. 

Lawton, Roger Timothy, A.C.A. @1968; 3 
Hollinhurst Avenue, Penwortham, Preston. 

Leaw, Kok Yin, 4.c.a., 21968; c/o K. Collins, 
47 Queens Roed, Southend-on-Sea, Essex. 

Leeming, David Alan, A.C.A., 21968; 95 Aus- 
thorpe Lane, Crossgates, Leeds 15. 

Leeson, Peter Harvey, A.C.A., @1968; 135 
Pollard’s Hill South, London SWr6. r 

Legg, Alan Seaward, A.C.A., a1968; 20 Wood- 
lands Road, Surbiton, Surrey. 

Lenz, Maurice Anthony, A.C.A., @1968; 32 
oo Crescent, Hendon, London 


4. 

Lester, Martin, A.C.A., a1968; 43 Stanley Road, 
West Bromwich, Staffs. 

Leung, Chun Shing, B.A., A.C.A, @1968; 5 
Nevern Road, London SWs. 

Levene, Lester Ronald, A.C.A., a1968; 59 Age- 
crcit Road East; Prestwich, Manchester. 


October 12th, 1968 ) 


Lever, Brian Reuben, A.C.A., 21968; 47 Essex 
Park, Finchley, London N3. 

Levy, Jeffrey Ralph, B.COM., A.C.A., 21968. 19 
Oldborough Road, North Wembley, Middx. 

Lewis, Craig Victor, B.MUS., A.C.A., 21968: 56 
Marlborough Road, South Woodford, Lon- 
don E18. 

Lewis, David Frank, a.c.a., @1968; with 
Luckin & Sheldrake, Waterloo Chamters, 
Waterloo Lane, Chelmsford, Essex. 

Lewis, John Anthony Llewelyn, A.C.A., 21968; 
Crud-y-Gwynt, Caswell, Swansea. 

Lightfoot, (Miss) Ann, a.c,a., a1968; 62 Eige- 
worth Street, Sutton, St Helens, Lancs. 

Lim, Hon Chew, A.C.A., 41968; 12 Otterburn 
Terrace, Newcastle upon Tyne 2. 

Lim, Tian Soo, A.C.A., a1968; with Cooper 
Brothers & Co, Ahacus House, Gutter Lane, 
Cheapside, London EC2. 

Lindsay, David Robert Hamish, A.C.A., @1368; 
2 Stratton Avenue, Wallington Scuth, 
Surrey. 

Linkleter, Neil Arthur, A.C.A., a1968; Eden 
House, The Avenue, Durham. 

Llewellyn, William John, A.C.A., @1968: rt 
Woodlands Road, Sparkhill, Birmingham rr. 


Ledge, Graham John, A.C.A., @1968; ‘Eust- 
lines’, Peartree Lane, Doddinghurst, Essex, 

Lofthouse, John Stephen, A.C.A., 21968; 106 
Redhill Drive, Castleford, West Yorkshire. 

Lucas, John Alexei, A.C.A., a21968; 15 Freeland 
Road, Ealing, London Ws. 

Lucie-Smith, Hugh Heskett Peter, A CA. 
a1968; with Thornton Baker & Co, Dorland 
House, 18-20 Lower Regent Street, London 
SW 


1. 

Luckham, Anthony Arthur, A.C.A., arg€8; r 
Glenair Avenues, Parkstone, Poole, Dorset. 
Lumb, Timothy, A.C.A., a1968; o Stanley Elace, 

Golcar, Huddersfield. 
Lunn, Peter Charles, A.C.A., a1968; 104 Lrest 
View Drive, Petts Wood, Orpington, Kent. 
Lupton, John Verity, A.C.A., a1968; ‘Field 
Head’, Leeds Road, Lightcliffe, near Halifax. 
Lynch, Roger John Christopher, B.A., A.C.A., 
a1968; 46 Keswick Road, Great Bookham, 
Surrey. 


Macci, Hasan Osman, A.C.A., @1968; Gains- 
borough Lodge, Massetts Road, Herley, 


Surrey. 

McDonald, Alastair John, A.C.A., a196&; 37 
Thurloe Square, London SW7. , 

Macdonald, Michael George, A.C.A., a1968; 7 
Wellstead Avenue, Edmonton, Londor. Nog. 

Macfarlane, Murray Alexander,  4.¢.a., 
drop: 35 Fields Park Avenue, Newport, 
Monmouthshire. 

McKay, Stuart Sinclair, A.C.A., a196&; 94 
Grosvenor Road, Hyde, Cheshire. 

Mackenzie, Robert Moir, A.C.A., arg6&; 18 
Hillsleigh Road, London W8. 

Mackenzie, Roy Michael, A.C.A., a1968 172 
Court Lane, Dulwich, London SEzr. 

McLaughlin, Malcolm, A.C.A, arg68; 49 
Cranford Gardens, Acklam, Middlesbrough, 
Yorkshire. 

McNair, Neill Ellman, A.C.A., 21968; 14 Clay 
Wood Close, Orpington, Kent. 

McNeil, David Keith, A.C.A., @rg6&: 76 
Thirlmere Avenue, Workington, Cumber- 


land. 

Magill, John Walter, A.C.A., arg68; ‘Beeley’, 
Baycliffe, Lymm, Cheshire. 

Mahony, Raymond Peter, A.C.A., @1963; 83 
Halstead Road, Winchmore Hill, Lendon 


Nat. 

Mains, Christopher Robert, A.C.A., a1g€8; 15 
Raylton Avenue, Marton-in-Clevzland, 

- Middlesbrough. 

Makin, Norman Christopher, A.C.A., a198; 40 
Ee Street, Crosland Moor, Hudders- 


eld. i 
Malhotra, Manendra Kumar, A.C.A., 41963; 145 
«Dartmouth Roac, Willesden Green, Landon 


NW2. 

Mallett, David Jehn, B.A., A.C.A., @1g68; 4 
Rutland Court, Old Hill, Chislehurst, Kent. 

Mallinson, Michael Arnold, B.COM., A.C.A., 
41968; 24 Crow Wood Park, Rochdale Road, 
Halifax. 

Marchant, Roger, a.c.a., 21968; 13 Slades Rise, 
Enfield, Middx. ` 
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Marlow, William James, A.C.A., a@1968; with 
J. Jackson Saint & Co, 41 Washington Street, 
Workington, Cumberland. 

Marsh, Peter, A.C.A., 21968; 29 Dysart Avenue, 
East Cosham, Portsmouth. 

Marshall, Thomas Ian, A.C.A. a1968; 6 Syca- 
more Crescent, Clayton-le-Moors, near 
Accrington. f 

Martin, Antony Ian, A.C.A., a1968; 18 The 
Ridgeway, Cuffley, Potters Bar, Middx. 

Ma-tin, Kenneth Charles, A.C.A., @1958; 456A 
Astonville Street, Southfields, London SW18. 

Maskell, John Jamie, A.C.A., 21968; ‘Steeproof’, 
Watery Lane, Merton Park, London SW2o. 

Maugham, Alan Bryan, A.C.A., 41668; 68 Bat 
Hill Court, Bournemouth, Hants. 

Mavwhood, Christopher John, 3.4., A.C.A. 
drop: ‘Conifers’, Long Bottom Lane, 
Jordans, Beaconsfield, Bucks. 

May, Michael Anthony, A.C.A., 41968; 47 
Orchard Road, Erdington, Birmingham 24. 
Melhuish, Anthony John, A.C.A., 1968; 22 The 

‘Embankment, Bedford. 

Meller, Peter Rodney, A.C.A., a@1968; 206 
Kendal Rise Road, Rednal, Birmingham. 
Mendes, Sheldon Arthur, A.C.A., a1968; 37 
Rosemary Gardens, Rosemary Lane, Mort- 

lake, London SW14. 

Menges, Nicholas Michael, A.C.A., @1968; ‘709 
Rapallo Flats, Beach Road, Seapoint, Cape- 
town, South Africa. 

Mentiplay, Ian Noble William, A.C.A., 21968; 
1r Willcocks Close, Chessington, Surrey. 
Metters, John Edmund De Vahl, B.A, A.C.A., 

org68: 66 Westbourne Terrace, London W2. 

Mian, Mohammad Abdul Jalil, A.C.A., a@1968; 
ro Arden Road, London N3. 

Middleton, David Ewan, A.C.A., 41968; 22 
Rodney Close, Rodney Road, New Malden, 
Surrey. i 

Middleton, David George, A.C.A., a@1968; 132 
Portland Street, Norwich NOR soh 

Miller, Peter John, A.C.A., a1968; 12A Overbury 
Avenue, Beckenham BR3 2PY, Kert. 

Mindel, David Jeffery, A.C.A., a1968; with 
Serger Moss & Partners, 74 New Cavendish 
‘Street, London W1. 

M.nter, Bryan Douglas Kent, A.C.A., a1968; 41 
3t Hilda’s Way, Gravesend, Kent. 

Mtchell, Cyril Leslie, A.C.A., @1968; with 
Whitaker, Redfearn, Pappin & Co, Bryndon 
House, Berry Road, Newquav, Cornwall. 

Mitchell, Richard Paul, A.C.A., ar968; ror 
Papist Way, Cholsey, Berks. 


_ Mitchell, Trevor James, A.C.A., @1968; so 


Romany Close, Letchworth, Herts. 

Mizon, Douglas Gerald, A.C.A., arg68; 67 
Warren Terrace, Bengeo, Hertford. 

Monk, Ronald Frank, A.C.A., a1968; 17 
Adelaide Road, Walton-on-Thames, Surrey. 


Moonie, Roderick James, A.C.A., a1968; 61 
Knowe Park Avenue, Stanwix, Carlisle. 

Moore, David John, A.C.A., a1968; o The 
Avenue, Wanstead, London Err. 

Moore, John, A.C.A., a1968; 16 Doghurst 
Avenue, Harlington, Hayes, Middx. 

Moore, Keith John, A.C.A., @1968; 34 Boleyn 
Gardens, West Wickham, Kent. 

Meorehead, Terence Joseph, A.C.A., a1968; 72 
Rye Bank Road, Firswood, Menchester 16. 

Moran, Anthony Owen, A.C.A., @1968; go 
Finchfield Lane, Wolverhampton. 

Morgan, David Eric, B.A., A.C.A., @1968; 175 
Ramillies Road, Sidcup, Kent. 

Morgan, Robert Charles, B.A., A.C.A., 21968; 88 
Ranelagh Road, Ealing, Londan Ws. 

Morgan, Roger David John, 3.sc.(ECcON.), 
A.C.A., 421968; 61 Yale Court. Honeybourne 
Road, Hampstead, London NW6. 

Morley-Smith, Michael Roger, A.C.A., @1968; 
rs Mayland Avenue, Gresford, near Wrex- 
ham, Denbighshire. 

Morris, George Eryl, 3.8¢.(ZC0Nn.), A.C.A., 
a1968; 89 Heol-Y-Banc, Donteberem, Llan- 
eilt, Carmarthenshire. 

Morris, Peter George, A.C.A., @1968; 11 
Brookbill Court, Cat Hill, East Barnet, Herts. 

Morriss, Allan, A.C.A., @1968: 88 Godstone 
Road, Whyteleafe, Surrey CR3 oEB. 

Mortimer, Ivan Lee, A.C.A., grob: Sheepfold, 
Sicklinghall Road, Wetherby, Yorks. 

Moy, Roger Mervyn, A.C.A., 
Dibbinsdale Road, Bromborough, -Wirral, 
Cheshire. . 


arg68; 42> 
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Murfin, Terrence Michael John, A.C.A., 21968; 
18 Kents Bank Road, Buxton, Derbys, 

Murgatroyd, Peter, a.c.a., a@1968; 22 South 
End Grove, Bramley, Leeds 13. 

Murphy, Owen Hugh,' A.C.A., @1968; 6 Elton 
Park, Sandycove, Dublin. 

Myers, Bernard Ian, .sc.(ECoN.), ACGA., 
41968; 187 Hale Lane, Edgware, Middx. 

Myring, David Reece, B.A., A.C.A., a1968; 38 
Meadway, London NWrr. 


Nadin, Richard Embrey, A.C.A.  atg68; 
Keeper’s Cottage, Standon, Stafford, 
Naseem, Muhammad, A.C.A., @1968; 17 


Salah-Ud-Din Street, Islamia Park, Poonch 
Road, Lahore, West Pakistan. 

Nash, Hugh Raymond Spencer, 4.c.a., 21968; 
31 Beechdale, Winchmore Hill, London 


21. 

Nattrass, John Crosthwaite, B.A., A.C.A., 41968; 
46 Hartburn Lane, Stockton-on-Tees. 

Nazuddin, Raja, A.C.A., a196&; Kampong 
Tengah, Tanjong Ipoh, Norch Sembilan, 
Malaya. 

Needler, George Henry Christopher, A.C.A., 
arg68; Swanland Garth, North Ferriby, 
Yorks. 

Newman, John Victor, A.C.A., 42968; "Wood. 
side’, Beeches Close, Kingswocd, Tadworth, 
Surrey. 

Newman, John Waton, A.C.A., a1068; “Yewley’, 
Icklingham Road, Cobham, Surrey. 

Newton, Adrian Stower, A.C.A, @1968; ro 
Westlands Court, Bridge Road, East 
Molesey, Surrey. 

Nichol, David Brett, 4.c.a., a19€8; ‘Kinellan’, 
Stocksfield, Northumberland. 

Noble, George Cochran, A.C.A., 21968; ‘Bay 
View’, Bay View Road, Onchar., Isle of Man. 

Nottage, Brian Ian, A.C.A., @1963; 39 Tatnell 
Road, Honor Oak Park, Londen Gaz, 

Novell, David Edward, B.A.(EZON.), A.C.A., 
a1968; Flat No. r, “Craighilar’, Crosshill 
Road, Lenzie, Dunbarton. 

Nunn, Christopher Leslie, 8.sc.(ZCON.), A.C.A., 
a1968; 6 Beaulieu Gardens, Wmchmore Hill, 
London N21. 

Nurun Nabi, Tajul Islam Mohammad, A.C.A., 
a1968; c/o International Students Club, 208 
Sussex Gardens, London W2. 

Nuttall, Peter Donald, a.c.a.,  a@rg68; 
‘Kilgerran’, Parkers Lane, Ashtead, Surrey. 


Oatway, David Eric John, a.c.a., a1968; 9 
Ewell Downs Road, Epsom, Surrey. 

O’Brien, Kevin Christopher, A.A., a1¢68; 63 
Highlever Road, London Wire. 

O’Brien, Nicholas Edward, A.C.A., 41968; 2 
Eastcroft, Slough, Bucks. i 

O’Connor, Austin John, A.C.A., arg68: The 
Cottage, Bex Lane, Heyshott, Midhurst, 
Sussex, 

Olver, David William, A.C.A., a@1rg68; 20 
Vermont Road, Great Crosby, Liverpool 23. 

Omar, Ibrahim Mohamed El-Sayed, B.COM., 
A.C.A., 21968; 23 Moor Allerton Drive, Leeds 


17. 

Orchard, Peter John, A.C.A., @1968; 8 Queens 
Road, Exeter. 

Orme, Christopher Alexander, a.c.a., 21968; 12 
Courtfield Mews, London SWs. 

Osborne, Robin Graham, 4.c.4., @1968; 54 
Ploughman’s Lea, East Goscote, Leicester 
LE7 8ZR. 

Owen, John Martin, A.C.A. a1968: with 
Horace Jones & Co, 63 Park Place, Cardiff 
CFr 3LQ. 


Packham, Nicholas John, a.c.4., arg68; 184 
Melton Road, West Bridgford, Nottingham 
NGz2 6FJ. : 

Padgett, Robert Alan, B.A., A.C.A., @1968; 29 
Newlands Avenue, Radlett, Herts. 

Palin, William Simons, A.C.A., ¢1968; ‘Bird in, 
Hand Inn’, Moss, Wrexham, Denbighshire. 

Pallister, Julian Guy, B.A., A.c.4., a1963; The 
Grove House, Sytchampton, near Stcurport- 
on-Severn, Worcs. 

Pallister, Nicholas Hugh Alexander, 4.c.a., 
a1g68; Woodbashwick Vicarage, Norwich, 
Norfolk. 

Park, Timothy Armstrong, A.C.A., @1968; 22 
HH Lane, Hartley, Plymouth. 

Parker, Anthony Dominic, A.C.A., a@1968; 34 
Westfield Road, Leicester. 
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Parker, Timothy Michael, A.C.A., @1968; 65 
Northumberland Road, Leamington Spa, 
Warwicks. 

Parkhouse, Thomas Alfred, A.C.A., 21968; 23 
Casterbridge, Abbey Road, London NW6. 
Parkinson, Wilfred, A.C.A., @1968; 19 Staffa 

Crescent, Blackburn. 

Pascoe, Trevor William, A.C.A. @1968; 15 
Coombes Road, London Colney, St Albans, 
Herts. 

Patel, Jitendra Naranbhai, 8.SC.(ECON.), A.C.A., 
ax968; oo Park Hill Road, London NW3. 
Patel, Niranjan Naranbhai, 8.8C.(ECON.), A.C.A., 

a1968; PO Box 154, Jinja, Uganda. 

Patel, Rameshchan Vallabhbhai, A.C.A., 
a1968; 54 Blenheim Gardens, London NW2. 

Paterson, Douglas Gordon James, M.A., A.C.A., 
a1g68; 98 Wolsey Road, Moor Park, 
Northwood, Middx. 

Pattinson, Ian, A.C.A., 41968; 8 Heath Lane, 
Brinklow, near Rugby, Warwicks. 

Payman, Robert Alan, A.C.A., 41968; 17 Leys 
Gardens, Cockfosters, Barnet, Herts. 

Payne, Frank, A.C.A., a1968; The Red Lian, 
Woolverton, near Bath, Somerset. 

Pearce, Andrew John, a.c.a., ar968; 16 
Stainecross Avenue, Crosland Moor, Hud- 
dersfield. 

Peck, Christopher Brian, a.c.a., arg68; 5 
Rocelin Close, St Clement’s Hill, Norwich 
NOR'ı50, Norfolk. 

Peel, Wilfrid David, A.C.A., 21968; 77A Birkby 
Lodge Road, Birkby, Huddersfield. 

Penn, (Miss) Linda Frances, A.C.A., 21968; 7 
Palmerston Court, Palmerston Road, Wal- 
thamstow, London Er7. 

Pennington, Anthony, a.C.a., a1968; 38 
Parkway, Gidea Park, Romford, Essex. 

Peters, John Fabian, A.C.A., 41968; 115 Park 
Lane, Wembley, Middx. 

Pettit, Brian Kenneth, A.C.A., 41968; 15B Cat 
Hill, East Barnet, Herts. 

Petzall, Peter Max, B.COM., A.C.A., a1968; 42 
Emerson Road, Ilford, Essex. 

Philip, Truman Tilak, 38.sc.(ZCON.), A.C.A. 
a1968; 48 Frobisher Road, London N8. 

Phillips, Ian Peter, A.C.A., 21968; with Bernard 

hillips & Co, 76 New Cavendish Street, 
London Wr. 

Phillips, Jeffrey John, A.C.A., a1968; 430 Upper 
Richmond Road, Richmond, Surrey. 

Piggott, Richard Courtney, A.C.A., 21968; 8 
Connaught Hill, Loughton, Essex. 

Piper, Geoffrey Steuart Fairfax, B.A, A.C.A., 
a1968; zz Lawns Court, The Avenue, 
Wembley Park, Middx. 

Plume, Brian William, A.C.A., @1968; 112 
Thames Crescent, Corringham, Essex. 

Pollock, Raymond, B.A., A.C.A., @1968; 29 
Manor Park Gardens, Edgware, Middx. 

Pollock, Robert Andrew, A.C.A., a1968; r2 
Firsholm Close, Sutton Coldfield. 

Pool, Timothy Kenneth, B.A., A.C.A., 21968; 
11 Hayes Way, Beckenham, Kent. 

Porter, Michael Jonathan, A.C.A, 21968; 26 
Lancaster Road, London SWrg. 

Powell, Christopher Charles, A.C.A., Io: 
Willow Cottage, Gotherington, near Chelter- 
ham, Glos. 

Pratt, John Peter, A.C.A., @1968; 13 Greet 
Ormes Road, Llandudno, North Wales. 

Prust, Francis Charles, A.C.A., 21968; 21 Hawes 
Mount, Leeds 6. 

Pull, William, SA, A.C.A., @1968; 
Sussex Gardens, London W2. 

Purton, David John, A.C.A., a1968; 5 Culverhay, 
Ashtead, Surrey. 
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Quinn, James, A.C.A., 21968; 63 St Ives Road, 
Leadgate, Consett, Co Durham. 

Qureshi, Musarrat Kamal, A.C.A., 21968; 37 
Southampton Way, London SEs. 

Quy, Andrew James Mark, A.C.A., 21968; 30 
Marshalswick Lane, St Albans, Herts. 


Rahman, Md Ghulam, A.C.A., 21968; Nether- 
all House, Nutley Terrace, London NW3. 
Raizada, Bimal Kishore, A.C.A., @1968; 40 

Woodville Road, London NW, 
Ramsbottom, Roy Frederic, A.C.A., 21968; 413 
London Road, Davenham, Northwich, 
Cheshire. 
Randle, Peter Michael, A.C.A., a1968; 12 Paxton 
Road, Tapton, Chesterfield, Derbys. 


TRE 


ACCOUNTANT 


Randolph, Ian Anthony, A.C.A., d'op: 101 
Atkins Road, London SWz:2. 

Rangarajan, Krishnamoorthy. A.C.A., 21968; 16 
St John’s Road, London NWrr. 

Raniwzla, Zaffer Fazleabbas =Iassenali, A.C.A., 
a1g68; with Hallett, Laugnlin, Clark & Co, 
38 Finsbury Square, Londm EC2 

Rathor, Muhammad Kaleert, A.C.A., 21968; 
165 P Gulberg II, Lahore, West Pakistan. 

Rattansey, Aly Noormahomed, A.c.4., @1968; 
5 Palace Gate, London WE. 

Raworth, Paul John Basil. A.C.A., 
Garden Cottage, 28 Aldershct 
Church Crookham, near Fleet, Has 

Redpath, Bryar Niel, A.C.A., 21968; 7 Court- 
field Gardens, London SWe. 

Redshaw, Peter Robert Gransden, M.A., A.C.A., 
a1968; ‘Baynards’, Gordor Road, Claygate, 
Surrey. 

Reece, Richard Stanley, A.C.A., a1968: 22 
Downs Hill Road, Epsom, Surrey. 

Reed, Zdichael Henry, A.C.A., 21963; 1 Bower 
Road, Ashton, Bristol 3. 

Reid, Christopher John, 4.c.a., ar96&; 6 
Broadlands Court, Kew Gardens Roéd, Kew, 
Surrey, 

Reynolds, Nicholas Jeffrey, a.c.a., a1963; 6 
Ashburn Mews, London S¥/7. 

Reynolds, Patrick Ernest, A.C a., 21968; with 
Josolyne Miles & Cassleton io, 4 Throg- 
morton Avenue, London EC2. 

Richards, Adrian Henry Rainforc, A.C.A., 
a1g68; Bicton House, Bicton, Shrewsbury. 
Richards, Peter Robin, a.ca., @1968; 103 

Middleton Read, Banbury, Oxon. 

Richardson, Arthur Frederick, A.C.A, 21968; 
244 Morat Street, London =Wo. 

Riddle, Brian John, A.C.A., axg68; 51 Overdale, 
Ashtead, Surrey. 

Riley, John David, A.C.A., ara58; roy Parzhill 
Crescent, Eastmoor, Wakefield, Yorks. 

Risbey, John David, A.C.A., 21368; 25 Canter- 
bury Avenue, Sidcup, Kent. 

Ritchie, Hamish Shail, A.C.A., grob: c/o Mr 
W. R. S. Ritchie, 1 Wildwood Road, 
London NWrr. 

Rixson, Stewart Michael, A.C.A., @1963; 1 Vale 
Court, Maer Vale, Exmouth. Devon. 

Robinson, Alan, A.C.A., @1968; 3 [vernia Road, 
Liverpool 4. 

Robinson, William Charles Fredericx, A.C.A., 
ar968; 187 Amherst Drive. St Mery Cray, 
Orpington, Kent. 

Rogers, Bruce, A.C.A., @1968; 27 Beach Road, 
Tynemouth, Northumberland. 

Rollasor, David Anthony, A. C.A., a20968; 31 
Brayfield Road, Littleover, Derby DE3 6LD. 

Rollin, Charles Austin Noble, 1.c.a., @1963; A 
Wind-nill Lane, Epsom, Su--ey. 

Rolph, John Bernard, A.c.A.,a1¢68; ‘Newlards’, 
School Lane, Thorpe, Norwich NOR 39T. 


Rose, Leonard Faul, A.C.A., a1968; 1€4 Purley 
Downs Road, South Croydcn CR2 oRF. 

Rosewell, Peter William, a.c.a., arg68; 47 
Greenway Crescent, Tauntcn, Somerset. 

Rossor, Michael Keith, A.C.A., @1358; 34 
Meadow Way, Rickmansworth, Herts, 

Rotherham, Keith, A.C.A., @1968; 60 Water 
Lane, Farnley, Leeds 12. 

Rothwel., David John, B.A., C.A., 1968; 1 
Parklake Avenue, Waterpark Road, Salford 7, 
Lancs. 

Rouse, Faul William, A.C.A., 21968; 18 Tharpe 
Avenue, Whitwell, Worksop, Notts. 

Rowland, John Garth, A.C.A., 21968; 3 Laurel 
Road, Saltburn-by-the-Sea, Yorks. 

Rowley, Robert, A.C.A., a1968; 253 Shrewsbury 
Road, Forest Gate, London E7. 

Ruddle, David Alan, A.C.A., a1968; 57 Oulton 
Crescent, Potters Bar, Herts. 

Rule, Rupert, A.C.A., Oto: 3 

Hollies Court, Crockford Parx Road, Addle- 
stone, Weybridge, Surrey. 

Rumph, Alan, A.C.A., @1968; so Thorndale 
Road, Waterloo, Liverpool 2<. 

Runciman, Herbert Peter, A.c.a., 41958; 64 
Sandgate Crescent, Stoke, Coventz:y CV2 


arg68; 
Road, 


5LE. e 
Rushton, David Kenneth, A.C3A., a@1g68; 400 
Rocky Lane, Great Barr, Birminghem 22a. 
Ryan, David Edward, A.C.A., 21968: 37 King 
Edward Road, Gee ‘Cross, Hyde, Cheshire. 
Ryan, (Miss) Lesley Ann, A.A., a1958; 47 
Inwood Road, Hounslow, Middx. 
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Sabey, Martin Alfred John, A.C.A., 21968; 29 
Livesay Crescent, Worthing, Sussex. 

Saha, Ajit Kumar, A.C.A., 21968; 82 St Stephens 
Gardens, London W2. 

Said, Usman, A.C.A., a1968; with D. Riddington 
& Co, 70 Bridgen Road, Bexley, Kent. 

Salman, Mohammad Abid, A.C.A., a1968; c/o 
SAR Bilgrami, 11 Clifton Road, Karachi, 
Pakistan. 

Salter, Jeremy Whitton, A.C.A., @1968; 35 
Telegraph Lane, Claygate, Esher, Surrey. 
Sams, (Miss) Pauline Mary, A.C.A., 21968; 130 

Horton Road, Datchet, Bucks. 
Samuel, (Miss) Joan Dorothy, A.C.A., a1g68; er 
The Ridgeway, Gunnersbury Park, London 


W3. 

Schofield, Peter John, A.C.A., @1968; 20 
Erpingham Road, Branksome, Poole, Dorset. 

Schol, Brian Jan Austin, A.C.A., @1968; 14 
Fircroft Close, Hillview Road, Woking, 

. Surrey. = 

Schuldenfrei, Henry, A.C.A., a1968; 42 Chess- 
ington Court, Henly’s Corner, Finchley, 
London N3. i 

Scotson, (Miss) Constance Margaret, A.C.A., 
a1968; 2 Montrose Gardens, Sunderland. 

Scott, Charles Gordon, A.C.A., 21968; 33 Ashley 

. Drive, Walton-on-Thames, Surrey. 

Scott, Kevin George, A.C.A., 21068; 14 Star- 
board Avenue, Compass Road, Hull. 

Scott, Walter, a.c.a., a1968; 95 Hillfield 
Avenue, London N8. 

Segel, Barrie David, A.C.A., 21968: 10 Dagobert 
House, Smithy Street, London Er, 

Selby, Christopher Richard, A.C.A.. 21968; 36 
Stretton Gardens, Codsall, near Wolver- 
hempton. 

Selwood, John Charles, A.C.A., @1968; 46 
Millfield, Sittingbourne, Kent. 

Serginson, Alan, A.C.A., d'op: 17 Westbeck 
Gardens, Linthorpe, Middlesbrough. 

Sethia, Indra Kumar, A.C.A., 21968; cjo K. C. 

` Sethia (r944) Limited, 96 Leadenhall Street, 
London EC3. 

Seymour, David Ralph, A.C.A., 
Stubbin Lane, Sheffield Ge 6QG. 

Shafto, (Miss) Penelope, A.C.A., @1968; 67 
Jesmond Park West, Newcastle upon Tyne 7. 


Shak, Chandrakant Velji, A.C.A., @1968; 42 
North Crescent, London N3. 

Shak, Rameshchandra Manical Dharamshi, 
B.COM., A.C.A., 21968; 28 Northwick Avenue, 
Kenton, Harrow, Middx. 

Shaikh, Mohommad, A.C.A., a1968; 33 Oakford 
Road, London NWs. 

Shakeshaft, (Mrs) Ann Margaret, A.C.A., a1968; 
3A Hertford Drive, Wallasey, Cheshire. 

Shashoua, Salim Jacob, A.C.A., a@1g68; 12 
pease Gardens, Hampstead, London 

3. 

Shearer, Stanley, A.C.A., a1968; 64 Marmion 
Avenue, Lower Grange, Bradford 8. 

Sheldon, Roger Norman, A.C.A., @1968; 77 
Ckesterfield Road, Leyton, London Ero. 

Shepherd, (Mrs) Winifred Anne, A.C.A., 21968; 
with Smith & Hayward, Auburn House, 
Upper Piccadilly, Bradford 1. 

Sherwood, Richard Stuart, A.C.A., @1968; 10 
Melrose Road, Coulsdon, Surrey CR3 3JH. 

Shirtzliffe, Christopher Charles, A.C.A., 41968; 
ss Burbage Road, Herne Hill, London SEz4, 

Shonfield John Kenneth Charles, A.C.A., a1968; 
7 Lodge Road, Hendon, London NW4. 

Shukla, Manjit Singh, 3.8C.(ECON.), A.C.A., 
a168; 141 Aldborough Road, Seven Kings, 
Ilford, Essex. 

Shuttleworth, Michael Kay, A.C.A., 41968; 23 
Abbotsford Road, Bolton. ` 

Siddigi, Abu Nasar Altaf Hussain, A.C.A., 
a1a68; 65 Huron Road, London SWr7. ` 

Siddons, Peter Robert, B.A., A.C.A., 21968; 29 
Oid Church Street, London SW3. 

Simms, Ian Lester, A.C.A., a1968; 22 Sedgley 
Avenue, Prestwich, Manchester M25 8LS. 
Sims, Stephen John Petter, A.C.A., a1968; 34 
Barnfield Road, Exeter. g 
Slack, Stuart, A.C.A., @1968; 83 Dale View 

Crescent, Chingford, London EA, 

Slater, Paul, A.C.A. a1968; 8 Cranley Mews, 
South Kensington, London SW7. 

Smedley, Richard John, A.C.A., a1968; 1x West 
Howe Close, Kinson, Bournemouth. 

Smith, Andrew Tyler, A.C.A., 21968; 8 Eton 
Drive, Bottesford, Scunthorpe, Lincs. 


a1g68; 5 
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Smith, Godfrey Brian, 4A.c.A.,- 41968; 16 
Thornbury Gardens, Boreham Wood, Herts. 

Smith, Leslie John, A.C.A., 21968; ‘Kimbercrest’, 
Tutts Clump, Bradfield, Berks. 

Smith, Michael Richard, A.C.A., a1968; 2 Vren 
Close, Norwich, Norfolk NOR 71H. 

Smith, Peter James Walker, A.C.A., a19683 35 
Murfitt Way, Gamlingay, Sandy, Beds. 

Smith, Raymond, A.C.A. 41968; 20.Westlands 
Grove, Stockton Lane, York. 

Smith, Robert James, A.C.A., @1968; 73 

` Markhouse Avenue, Walthamstow, Lordon 


Era, 

Smith, Timothy John Trevor, A.C.A., arg6&; 21 
Station Road, Burton Joyce, Nottingharn. 
Snell, David John, A.C.A., a1968;'86 Steney 

Lane, Yardley, Birmingham 25. 
Snook, Richard George, A.C.A. arg68; 27 
Kings Road, Kingston, Surrey. 
Scruggs, Philip, A.C.A. @1968; Wolverton 
i Cottage, Hog’s Back, Seale, Surrey. 
Sofer, Yousef Arther Moshi Dawood, AJ.A., 
a1968; 41 Campden Hill Towers, Lordon 


Wir. 

Selly, John Douglas, A.C.A., a1968; “Ardenvahr’, 
Hilary Park, Douglas, Isle of Man. ` 

Somers, Michael Ian, A.C.A., a1968; 6 Eare- 
wood Road, South Croydon, Surrey. 

Sctinwa, George Adetola, A.C.A., a1968 24 
Cliff Court, Cliff Road, London NW. 

Southern, Jonathan Alexander, A.C.A., @1368; 
16 Curzon Street, London Wr. 

Spall, Alan George, B.COM., A.C.A., @19685 72 
Westgate, Wallbank Estate, Whitworth, 
Lanes. 

Spearing, Roger Edward, A.C.A., @1968 38 
Woodland Way, Woodford Wells, Essex. 

Spencer, Gordon’ Thomas, A.C.A., 41968: 14 
Westbourne Gardens, Trowbridge, Wiks. 

' Spicer, Patrick John, A.C.A., a1968; 21 Cobtan 
Crescent, Goffs Oak, Waltham Cross, Herts. 

Spring, Ian David, A.C.A., a1968 with Mann, 
Judd & Co, 8 Frederick’s Place, Old Jewry, 
London EL 3. 


Stapely, Simon, A.C.A., 41968; 20 Redcliffe . 


Road, London SW’ro. 

Starkie, Thomas Oliver Matthew, A.C.A., a1 368; 
with Thornton Baker & Co, Dorland Hcuse, 
18/20 Lower Regent Street, London SW2. 

Starling, Jeremy Charles, A.C.A., @1968: 63 
Darttord Road, Sevenoaks, Kent. 

Stevens, Ivan Hardy, A.C.A., a1968; 22 Birk>eck 
Road, Tottenham, London N17. i 
Stokes, (Miss) Caroline Janet Diane, A.Z.A., 
` a@1968; 13 Margaret Close, Romford, Essex. 
Stott, Mark Anthony, A.C.A., 21968; 6 Presten 

Road, Hesketh Park, Southport. 

Stradling, Stuart Rhys, A.C.A., @1968; 98B 
Salusbury Road, London NW6. 

Strudwick, Paul David, A.C.A., a1968; Ce Grove 
Crescent, South Woodford, London Ers, 
Sudlow, Christopher Wray, A.C.A., a19683 46 
Aubrey Walk, Campden Hill, London W8. 
Summerscale, John Nelson, B.A., A.C.A., 21368; 

27 Church Row, London NW3. 

Suntook, Zarir Rustom, A.C.A., a@1968; London 
House, Mecklenburgh Square, London V“C1, 

Sutton, Lewis George, A.C.A., @1968; 27 
Diseworth Street, Leicester LE2 oDB, 

Swanwick, (Mrs) Josephine Ruth, A.C.A., 2168; 
6 Musters Road,-Bingham, E 

Swindale, David, A.C.A., @1968; 8 Hillery Road, 
Worcester. ; dë 

Sykes, Christopher Alasdair MacLeod, a73. 
ar968; 15 Mayfair Avenue, Great Cresby, 
Liverpool 23. 

Symons, Paul Carter, A.C.A., a1968; ‘Ragenys’, 
Hannafore, Looe, Cornwall. 


Tambayah, Navaratnam Prasad, B.SC.(ECON.), 
A.C.A., 21968; 29 Lavender Gardens, Lordan 


SWrr, 


Pay; Tee Seng, A.C.A., A1968; 41 Westbury 
o 


urt, Nightingale Lane, London SW4. 
Taylor, Anthony Christopher, A.C.A., a196; 10 
Roundmoor Road, Standish, near Wigan. 
Taylor, Keith Rodney, A.C.A., 21968; 20 Rowe 
Walk, Eastcote Lane, South Harrow, Middx, 
Taylor, Terence Robin, A.C.A., a1968; 33 
Cunningham Avenue, Enfield, Middx. 
Terry, Michael Charles William, A.C.A., 21368; 
‘Selooee’, Mongeham Church Close, Creat 
Mongeham, near Deal, Kent. 
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Thiel, Julian. Anthony, A.C.A., a1968;..4 
Herrick Close, Pound Hill, Crawley, Sussex. 

Thomas, Peter Graham, A.C.A., @1968; 14A 
Lansdowne Road, Bromley BRr 312. 

Thompson, Adrian James, A.C.A., a1968; 8 
Weybridge Park, Weybridge, Surrey. 


Thompson, Christopher John, A.C.A., 21968; 22 


Redstone Drive, Lyndale Park, Wednesfield, 


Staffs, ' i 
Thompson, John Michael Tytler, A.C.A., ar968; ` 


Carrick House, Shurdington Road, Over 

Hulton, Bolton. : 
Thorn, Peter John, A.C.A., 21968; “Tit-Willow’, 

Common Road, Claygate, Surrey. 

Thornton, David Leslie, A.C.A., a1968;. rr 
Heath Mount, Free School Lane, Halifax. 

Thorpe, Alan John, B.COM., A.C.A., a@1968; 19 
Heathfield Avenue, Gatley, Cheshire. 

Thorpe, Richard John, A.C.A., @1968; 14 
Pontey Mount, Waterloo, Huddersfield. 

P Alan Reginald, B.A., A.C.A., a1968; 5 

Selby Gardens, Cheadle Hulme, Cheshire. 

Tilsley, Alfred Roy, A.C.A. 41968; 63 Leek 
Road, Congleton, Cheshire. 

Timms, Peter John, A.C.A., a1968; 21 Crossway, 
Harpenden, Herts. 

Timms, Simon Stuart, A.C.A., a1968; “Wood 
Gable’, Newstead Abbey, Nottingham Road, 
Ravenshead, Notts. 

Tinker, Kevin John, A.C.A., 41968; og Belve- 
dere Court, Upper Richmond Road, Putney, 
London SW15. ' 

Tovell, Lee Malcolm, A.C.A., drop: 7 Kellett 
Road, Hill Lane, Southampton. 

Travers, Frank Stephen, A.C.A., @1968; 5 
Wimborne Road, Leicester LE2 3PQ. 

Travers, Peter Michael, A.C.A., 21968; 5 
Wimborne Road, Leicester LE2 3PQ. 

Trembath, Alfred James, A.C.A., a1968; The 
Ge House, . Hatfield Park, Hatfield, 


erts. Pit 2 
Trigg, Timothy’ Jon, A.C.A. dro: Sheen 
House, New Road, Esher, Surrey. 
Trinder, Richard Robert, a.c.a., @1968; 
‘Winchmorton’, Batchworth Hill, Rick- 
manswortk, Herts. 


~ Trippas, Geoffrey Ronald, A.C.A., a1968; 135 


Swanshurst Lane, Moseley, Birmingham 13. 

Tudor, Robert Graham, A.C.A., @1968; 62 
High Street, Kenilworth, Warwicks, 

Tuffield, Victor John, A.C.A., @1968; 5 Christ- 
church Avenue, Teddington, Middx. 

Turner, David, A.C.A., 841968; 35 Surrey Road, 
London SEr5. . 

Turner, John Deacon, A.C.A., @1968; c/o 
Bayford & Co Ltd, Pepper Road, Hunslet, 
Leeds ro. 

Turner, Richard John Charles, B.a.(ECON.), 
A.C.A., 41968; with Myers, Clark, Birkett & 
Co, Star House, 69-71 Clarendon Road, 
Watford, Herts, ~ 

Turner, Spenser Clifford, B.COM., A.C,A.,,a1968; 
64 Stumperlowe Crescent Road, Sheffield 

o §ro3PR. > 

Tussaud, Michael John, A.C.A., arg68; 57 
.Montpelier Walk, Knightsbridge, London 
S 


W7. . 
Tyler, Richard John, A.C.A., a1968: 67 Clovelly 
Road, Glenfield, Leicester LE3 8AE. 


Vaughan, Brian Alastair Martin, A.C.A., 21968; 
Orchard Cottage, Ashurst, Fernhurst; near 
-Haselmere, Surrey. 

Vernon-Smith, Martyn, A.C.A., 21968; Lines 
Cottage, Old Amersham, Bucks. 

Vincent, David Paul, A.C.A., a1968; 18 Park 
Drive, Grimsby. 

Vohora, Vijai Kumar, A.C.A a19658; PO Box 
482, Arusha, Tanzania. 

Vohra, Mushtaq Ahmed, A.C.A., ar968; 18/3 
Darul Aman Housing Society, opposite 
Shalrid-e-Millet Road, Karachi, West 
Pakistan. - 


"Walker, Christopher Hugh Hay, A.C.A., 21968; 


London House, Mecklenburgh Square, 
London WCr. 

Walker, David Allan, A.c.a.,a1968; “Tree Tops’, 
Stafford Road, Coven Heath, Welverhampton. 

Walker, David Irvin, A.C.A., 21968; 70 Marl- 
borough Road,.Derby DE2 8DS. 

Walker, Peter, A.C.A., 21968; 26 Warneford 
Road, Cowlersley, Huddersfield HD4 STW. 


Ward, Alan James, A.C.A., a1968; 147 Gresham . 


Drive, Romford, Essex. 
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Ward, Ian, A.C.A., a@1968; 28 Hillcrest Read’ 
Wheatley Hills, Doncaster. , 
Ward, Simon John, A.C.A., Groo: 2 Hern 

Court, Heath Road, Petersfield, Hants. 
Warden, John Blackie, A.C.A., @1968; 23 
Meadway, Epsom, Surrey. . 
Wardle, Alan, A.C.A., a1968; 16 Woodside 
. North, Upperby, Carlisle. 

Warriner, Paul Michael, a.c.a., 21968; April 
Cottage, Staveley, Knaresborouzh, Yorks. 
Waterhouse, Philip Rowland, a.c.2., 21968; 254 

Station Road, New Waltham, Grimsby. 
Watkins, John, A.C.A., 21968; 14. Dale View. St 
John’s, Woking, Surrey. ' 
Watson, Richard, 8.SC.(RCON.), A.C.A., a1968; 
with Deloitte, Plender, -Grifitas, Annan & 
Co, PO Box 416, Kitwe, Zambia. 
Waygood, John Richard David, B.A., A.C.A., 
arg68; 11 Mildred Close, DartZord, Kent. 
Weaver, Derek Graham, A.c.a., a1968; 17` 
Hilisway, Littleover, Derby. 
Webb, Michael Frederick, A.C.A, 21968; 33 
Wimblestone Road, Winscomb2, Somerset. 
Webb-Bourne, Bernard Peter, A.C A., 21968; 35 
Newfield Drive, Kingswinford, near Brierley 
Hill, Staffs. 
Wells, Richard John, A.C.A., a1968; 75 Colin- 
dale Avenue, London NWọ. 
West, (Mrs) Jenifer Susan, A.C.A, 21968; , 45 
Main Road, Sutton-At-Hone, Dartford, Kent. 


West, Robert Harry, B.a.(ECON.), A.C.A., a1968; 
8 Riverwood Road, Riverwood, Frenchay, 
Bristol, 

Whalley, David, A.C.A., 21968; 103 Eccles New 
Road, Salford 5, Lancs; l 

Wheeler, John Arthur, A.C.A., a1958; 30 Sunny 
Bank, Warlingham, Surrey. 

Whimster, Angus James Lewis,-4.¢.A,, a1g68; 
‘Kinord’, Radford Rise, Stafford. . 
White, Colin Andrew Holford, B.A., A.C.A., 
a1g968; ‘Courtlands’, Broadmayne, near Dor- 

chester, Dorset. 

White, Melvyn Barrie,- A.C.A., @1968; 293 
Bellegrove Road, Welling, Kent. 

Whitehouse, Anthony John, A.C.A., arg68; 5 
Kinnerton Yard, London SW1 

Whittam, Austin Joseph, 3.A.(COM.), A.C.A., 
a1968; 1r Brooklands Avenue, Withington, 
Manchester 20. 

Whittington, Barry’ Peter, A.C.A., a1968; 26 
Innis Road, Coventry CVs5 GA, 

Widdowson, John Richard, A.C.A , arg68; 114 
Button Hill, Ecclesall, Sheffielc S11 ol. 

Wilcox, Brian Henry, A.C.A., @1968; .77 
Charlton Road, Kenton, Harrcw, Middx. 

Wild, James Arthur, A.C.A., 21968; with 
Thornton Baker & Co, 2 Hyde Gardens, 
Eastbourne, Sussex. . 

Wilkinson, John, A.C.A., 21968; 30 Hardy’s 
Road, Cleethorpes, Lincs. 

Williams, Clive Robert, A.C.A.. a1968; 10 
Elliswick Road, Harpenden, Herts. 

Williams, Jeremy Robert Ellis, 4.c.a., a1g68; 
12 Temple Close, Lydney, Glos. 

Williams, Neil Rodney, A.C.A., 21968; April 
Cottage, Brasted Chart, Westerham, Kent. 

Wills, Jeffrey Gilbert, B.COM., A.C.A., a1968; 
11 Wheeler Street, Newport, Mon NPT 


Wilson, David John, A.C.A., a1968; 52 Morrab 
Gardens, Seven Kings, Ilford, Essex. 

Wilson, Gareth Laurence Philip, .c.a., 21968; 
18 Clarendon Gardens, Cranbrook, Ilford, 
Essex, 

Wilson, Gordon Mclvor, A.C.A., @1968; I10-B 
Augustus Road, Edgbaston, Birmingham 15. 

Wilson, Simon George Reginald, A.C.A., a@1968; 
‘Sunridge’, Wood Lane, Neston, Cheshire. 

Winn, Paul Bernard, A.C.A., 21963; 69 Spring- 
field Crescent, Harpenden, Herts. 

‘Winter, Albert Edward Cornelius, A.C.A. 
a1968; 5 Ramsey Close, Raur.ds, Welling- 
borough, Northants. 

Winter, (Miss) Dorothy Ellen, 4.¢.a., @1968; 
‘Sunnyside’, Main Road, Parson Drove, 
Wisbech, Cambs. 

Wong, Frederick: Wing-Tong, B.COM., A.C.A. 
a1968; 2A Lyndhurst Gardens, Finchiey, 
London N3. : 

Wood, Alan, A.C.A., 21968: 17 Saldavian Court, 
Slaney Road, Walsall, Staffs. 

Wood, (Miss) Catherine Hilary, 4.c.a., a1968: | 
‘Bramall’, Faircrouch Road, Wadhurst, 
Sussex. , : 
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Wood, Christopher,. B.SC., A.C.A., @1968: 2 
Neeld Crescent, London NW4. 


Wood, Malcolm Hugh, a.c.a., @1968; 54 


” 


} 


a 
a Ni 


Warland Road, Plumstead, London SE18. 
Woodhead, Michael John, A.C.A., @1968; 11 
Higher Brockwell, Sowerby Bridge, Yorks. - 
~ Woodman, Anthony Robin, A.C.A., 21968; “The 
Elms’, Grove Lane, Wishaw, near Sutton 
Coldfield. 

Woodrow, John Rodger, A.C.A. 421968; 13 

Dorincourt, Talbot Road, Oxton, Birken- 
head. 

Woods, Alan Arthur, A.C.A., 21968: 2 Toller 
Road, Quorn, Loughborough, Leics. 


Woolfson, Leslie Ian, A.C.A., 21968; 7 Manor ) 


Hall Avenue, London NW4. 
Worthington, Richard Douglas, A.C.A.. @1968; 
‘Brambles’, Beechcroft, Chislehurst, Kent. 


Wright, Kenneth John, A.C.A., a1968; ‘May. 


Trees’, Brake Lane, West Hagley, Stour- 
bridge, Worcs, 


Wright, Kerry Donald Hockley, A.C.A., @1968; 


18 Quintin Avenue, Wimbledon, ‘London 
SWeo. 
Wyatt, N Emlyn, A. C.A., a1968; Delamere 
ouse, The Highway, Hawarden, 
Deeside, Elintshite. 


Young, Edward James Gilzean, A.C.A., 21968; 
57 Winchester Court, Vicarage Gate, 
London W8. 

Young, Harold, A.c.A., at 968; 65 Clarke Street, 
Rochdale, Lancs. 


Zoldan, Ronald Anthony, A.C.A., a1968: 11 
r Court, Belmont Lane, Stanmore, 
id 


Fellowship 


The Council granted applications font 
eleven associates to become fellows 
under clause 6 of the EE 
Royal Charter. 


Incorporated Accountant 
Member Becoming Chartered 
Accountant | 
The Council granted an application 
from the following incorporated gc- 
countant member to become a Chartered 
Accountant under bye-law 129: 


. Morrison, Angus, A.C.A., Johannesburg. . 


Members Commencing to 
Practise 


The Council received notice that the 
following members had commenced to 
practise: 


Ahmed, Muhammad Bashir, A.C.A., 41968; 
Ahmed, Ahmad & Co, 34 Hemberton Road, 
London SWo9. 

Anderson, Geoffrey Maurice, F.C.A., 4a1957; 
Blakemore, Elgar & Co, 124 Chancery Lane, 
London WCz2. 

Anderson, Ian Stuart, A.C.A., 21963; 7 Watford 
Road, Radlett, Herts. 


_ Baker, Eric SE A.C.A., GIQ64; +Whinney, 


Murray & Co, Post Office Chambers, t 
Nee Street Newcastle upon Tyne, 
rik 


Banks, George, ACA., 81967; 342A Leyland 
Lane, Leyland, Lancs PRs 3BQ. 

Barnes, Reginald Rudolph, F.c.a., @1940; 90 
Moorcroft Road, Birmingham 13. 


Bastow, John, F.c.A., 41954; Brinley Bowen, ` 


Mills & Co, 58 Mansel Street, Swansea. 

Bates, ‘Thomas Henry, F.c.a., @1956; Harry 
Bates, 75 The Oval, Brookfield, Middles- 
brough, Tees-side. 


` Batho, John Gordon, a. C.A., a1967; *Cooper 


Brothers & Co, Room 511, Barclays Bank, 
68-72 Main Street, Port Elizabeth, South 
Africa. 

Beadsmoore, Harry, A.C.A., a1959; 33 Alms- 
housch Tang Morley, Derby. 
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Bell, Maas Alan, A.C.A., 41963; Freeman, 
Law-ence & Partners, 109 Xingsway, 
London WCz. 

Billings, David Henry, F.c.a., aS19513 Brinley 
Bowen, Mills & Co, 5& Mansel Street, 
Swansea, 

Bister, Roger Alan, A.C.A., 21964; A RNS 

. Close, ‘Tile Hill, Er? CNA 9H 

Blaauw, Michael Christofer GE B.SC, 
Bo" .), A.C.A., 21965; Michael Blaauw & Co, 

O Box 1539, Kota Kinabalu, Sabah, 


A.C.A. @1967; 
ey, Ilett & Sheard, 38 Topping Street, 
Pa ckpool, Lancs. 

Brock, Simon Thomas James, A.C.A. @1964; 
Brading, Barber & Co, 17 St Peter Street, 
Winchester, Hants. 

Brown, Anthony SE Edlund, AA. az965; 
R. N. Store & Co, 23 Osborne Street, 
Grimsby, Lincs, 

Brown, Graeme Jarrold, A.c.a., 21958; ‘Mactra’, 
The Highlands, Wickham. Bishops, Essex. 


Clarke, Brian Reginald, A.C.A., a1g59; 18 
Lloyds Bank Chambers, Vicar Lane, Leeds 1. 

Clegg, John Ormerod, A.C.A.. arabe Stott & 
Golland, 134 Drake Street, Rochdéle, Lancs. 

Coulson, William Frank, ¥.2.A4., 21954; *W. 
Hayes & Co, x Harvest Terrace, West Perth 
6005, Western Australia. 

Cunningham-Craig, Maurice Edward, ¥.c.a., 
21934; Davies Horwood, 55 North- 
brook Street, Newbury, Berks. 


Davies, Anthony Ambrose, A.c.a., a1g64; *Best, 
Duss & Co, 113 Cathedral Road, Cardiff, 

lam 

Davies, John Graham, F.C.A., aS1952; Brinley 

_ Bowen, Mills & Co, 5& Mansel Street, 
Swansea. 

Davis, Terence Richard, A.C.A., «1966; F, 
Pittock & Co, 19 Town. ‘Square, Basildon, 
Essex, 

De Laroque, John Snelgrove, F.c.a., @1936; 
Rua Joaquim Antonio de Aguier, 27-5D, 
Lisbon, Portugal. 

Deyes, Peter Rathbone, B.COM., A.S.A., 45963; 
Thornton Baker & Co, 1-3 ‘Stanley Street, 
. Liverpool r. 


Elia, Falah Dawod, A.C.A., a1968; Pachrachi 
Building, South Gate, Bagrdad, Iraq. 


Fahy, Anthony Patrick, r.c.a., aS1¢52; A. P. 
Fahy & Co, 605 Wing Ting Buicing, 7-9 
Cao Street, PO Box 15527, Hong 


Kon 

Fish, Martin Warwick, a.c.a., argb6; Moody, 
Price & Kemp, Temple Buildings, Bowlalley 
Lane, Hull. 

Fletcher, John Lewis, F.cC.A., arg55 “Cooper 
Brothers & Co, New South African Per- 
manent Buildings, 42 Terminus Breet, East 
London (PO Box 660), Cape Province, 
South Africa. ` ` 

gen. Dougias John, a.c.a., aro€6; Bell- 

house Mwangi & Co, PO Box 108, Arusha, 
Tanzania. 


Garratt, Simon Lindsey, A.C.A. 2964; 
*Watling & Hirst, Pallant Court, ro West 
Pallant, Chichester, Sussex. 

Gauthier, Joseph Paul Hats, A.C.A. @1964; 
Gauthier & Co, Cerne House, and Floor, 
Chaussee, Port-Louis, Mauritius. 

Golding, Harvey Sidney, A.C.A. 42968; 
*Gondier & Smith, 92 New “avendish 
Street, London W1. 

Goodwin, Brian, A.C.A., a1965: }Brading 
Barber & Co, 9/10 West Mills, Newoury, 
Berkshire. 

Greene, Lawrence, A.C.A., 419367; L. Greene ër 
z 27 Claybury, Sparrows Herne, Bushey, 

Tts. 


Greenwood, John Reid, F.c.a., a1956; *Deloitte, 
Plender, Griffiths, Annar & Co, 74 In- 
dependence Avenue (PO Box 30%, ‘Lusaka, 
Zambia. 

Griffiths, David William, a.c.a., az960; 
Goodland Bull & Co, Bridgwater House, 
Corporation Street, Taunton, Somerset. 


Hallam, John Stuart, FCA, aS1949; 88 
Glendyke Road, Liverpool 18. 


- Max, 


ee 
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nos Anthony Richard, A.C.A., a1966; SE. E. , 
& A. E. Harmer, 5 & 6 Guildhall Place, 
Cembridge. 
Harvey, Eric Leslie, ¥.c.a., asx: 955; Blakemore 
ou & Co, 124 ‘Chancery Lane, London 


W 

Hodson, Charles Brian, F.C.A., ` 41957; 
Goodland, Bull & Co, 21 Bampton: Street, 
Tiverton, ‘Devon. 

Hulland, Malcolm John, pa, A.C.A., a1966; 
Boon, Clark & Company, PO Box 4107, 
Nassau, Bahamas, 


Jaffer, Nazim, A.C.A., 41963; Bristol House, 
18-23 Holborn Viaduct, London BC. 

Jayawardene, Peter Christopher Nihal, A.C.A., 
a1968; Peter Jayawardene & Co, 36 Buckley 
Road, London NW6. 


Kehoe, Mrs Stella Muriel, A.C.A., nae Cali 
Shepherd & Co, 48) 50 Mosley > . Street, 
Manchester M2 3EN. - 

Khan, Inam-ul-Haq, A C.A., a1965; *Sher 
Muhammad Khan Co, ro Ahmad 
Mansion, The Mall, Lahore, Pakistan, 

Lester, Brian, A.C.A., a1966; Henry Nunes, 
Lester & Co, 153-155 Hamlet Court Road, 


Westcliff-on-Sea, Essex. 
Lloyd-Jones, David Thomas Evan, A.C.A., 


a1g62; {Gill & Johnson, PO Box 932, 
Nairobi, Kenya. 

Loveday, Peter Donald, ¥.¢.a.,- a1956; 
Loveday, Blow & Co, 32 East Gate, Louth, 
Lincs. 

Lowe, James Ronald, A.C.A., a@1968; 102 


Coningsby Drive, Kidderminster, Worcs. 
Lux, Daniel Louis, A.C.A., a1967; D. Lux & Co, 
13 Park Place, London SW. 


McTernan, Bernard Peter, A.c.a.,. a1g967; 
McTernan & Co, 707a Bristol Road South, 
Northfield, Birmingham 31. 

Madge, John Brian, A.C.A., 41958; +Thornton 
Baker & Co, Windsor House, - 3 Temple 
Row, Birmingham 2. 

Lionel, A.C.A., 61959; 
Avenue, London N 

Metson, Denis Alwyn, A. A A., 81958; Dateie 
Elgar & Co, 124 Chancery Lane, London 
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WCz. 
Mills, Patrick Geoffrey, A.C.A., @1968; 27 
John Walsh Tower, Montague Road, 


Leytonstone, London Err. 
Moore, Peter George John, F.c.a., 
_ M. A. Flisher & Co, ‘Archways’, 

weald Road, Brentwood, Essex. 
Morey, Eric Walter, F.C.A, @51939; Richard 

Skeraton & Co, Phoenix "Building, 32 West 

Street, Brighton BN1 2RT. 

Morland, Christopher Ross, B.CCM., A.C.A., 


aigs6; 
` South- 


a1967; Balmforth Morland & - Co, 38 
Chapel Walks, Liverpool r. 

Moussa, Maurice Wahba, A.C.A., @1963; 
- Nawar Sr Co, 21 Sharia Talaat Harb Street, 
Cairo, UAR. 

Muir, Brian John, A.C.A. @1962; Barter, 


Durgan & Co, 18 Lavant Street, Petersfield, 
Hants. , 

Murzott, Peter William, A.C.A., 21966; Murcott 
& Co, 79 6 Harpsden Road, Henley-on- 
Thames, Oxon. 


Newbound, Cecil Patrick, ‘F.c.a., @S1957; 
Newbound & Co, 223 Curry Building, 233 
Portage Avenue, Winnipeg 2, Manitoba. 

Nicholis, nea Paul, A.C.A., 21968; Ernest J. 
Nicholls & Co, 1A Park’ "Lane Mansions, 
- Park Lane, Croydon, Surrey CRo 1JE. 

Noten, Barry Clayton, A.C.A., @1967; W. H. 
Walker & Co, 6 Iddesleigh House, Caxton 
Street, London SWr. 


Pereira, Robert Sidney, F. c. A. aS1952: Arthur 
Andersen & Co, 12 St Alphage House, 2 
Fore Street, London EC, 


Plumridge, Brian Henry, ACC 5, @1g6r;. 
‘Skansen s Woodlands Rise, Stonesfield, 
Oxford. 


Pocock, David Bryan, A.C.A., 21960; ‘Fairacres’, 
Colville Road, High Wycombe, Bucks. 


Oayyum, Mir Arshad, a.c.a., 21967; *M. 
Hussain Chaudhury & Co, 10 Karachi 
Chambers, Grant Road, Karachi, West 
Pakistan. . 
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Richardson, John, A.C.A., 21966; Hartley, Keen 
Co, 2 Nelson Street, Southend-on-Sea. 
Ruane, Denis, A.C.A a1965; C., A. Hunter, 
Callon & Co, Brittania Chambers, George 
Street, St Helens, Lancs. 


Scozt, Walter Michael, B.A., -A.C.A., @1959; 
Thornhill Wood & Co, Stuart House, 16 
Union Street, Bristol 1. 

Sears, Philip Alan, A.C.A., 21963; 335 Red Bank 
Road, Bispham, Blackpool, Lancs. 

Silverman, Alfred Hyam, F.c.A., 4.91936; 16 
Eastside Road, Golders Green, London 


NWI1r1r. 

Sinden, Michael Peter George, A.C.A., @1951; 
Nucoff House, Moor Street, Rainham, 
Kent. 

Smart, Barry Howard, A.C.A., 41966; Leach 
Bright & Co, Bateman House, 232 High 
Street, Guildford. 

Smith, William Charles, A.C.A., a1965; M.A. 
Horsley & Co, Brittanic Chambers, 1A 
Highfield Road, Hall Green, Birmingham 28, 

Stillwell, Michael Ian, A.C.A., a1962; Cooper 
Brothers & Co, Mercantile Bank Building, 
Leboh Pasar Besar, Kuala Lumpur, Malaysia. 

Stuck, Alan Graham, ¥.c.a., a1957; Grakam 
Stuck & Co, Allied House, 304 Kings Read, 
Reading, Berks. 

Turton, Trevor, A.C.A., 21960; 92 Dovehouse 
Lane, Solihull, Warwicks. 


Vandersteen, Martin Hugh, F.C.A., 41957; 
Arthur Andersen & Co, St Alphage Housz, 2 
Fore Street, London ECz2. 

Warren, David Edgar, A.C.A., 21966; 32 Phipps 
Hatch Lane, Enfield, Middlesex. 

West, David William, A.C.A., a1961; Campo 
Chambers, 26 Campo Lane, Shefhed 


Sr ZEF. 
Wilson, Keith Andrew, A.C.A., dropp: Charles 
Comins & Co, 50 Cannon Street, London 


EC4.. 
Worth, Peter, A.C.A., 21958; 11 Baas Close, Zell 
Lane, Broxbourne, Herts. 


Young, David Tyrrell, A.C.A., @1961; Spicer 
& Pegler, St Mary Axe House, 56/60 St 
Mary Axe, London EC3. 


Re-admissions to Membership. 


Subject to payment of the amounts 
required by the Council, three former 
members of the Institute were re- 
admitted to membership under clause 
23 of the supplemental Royal Charter. 
It was reported to the Council that 
the following re-admissions, made at 
the Council meeting on August 7th, 
1968, subject to payment of the amounts 
required, had become effective: 
Sinstadt, Peter Alan, A.C.A., 
Gardens, Bishop’s Stortford, Herts. 


Watson, Peter, A.C.A, 4 Brooklands Parade, 
Grotton, near Oldham, Lancs. 


Resignations 


The Council accepted the resignations 

from membership of the Institute of: 

Lawless, Edmund Campion Ignatius, A.C.A., 
a196s5; c/o 15 Bennion Road, Bournemeutn. 

Ogle, William Maurice, M.A., F.C.A., 21920; 59 
Holland Park Mews, London WI", 

Perry, Charles Eben, ¥.c.a., a1928; 12 Willow 
Hayne Avenue, Angmering-on-Sea, Sussex. 


Deaths of Members 


The Council received with regret the 
Secretary’s report of the deaths of the 
following members: 

Beswick, Kenneth, M.B.E., F.c.A.. Maidstone. 


Booth, David Beresford, A.C.A., Amesbury, 
Wilts, 


ro Patricia. 
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Bowen, George Brinley, F.c.a., Swansea. 
Bremner, Norman Graeme, F.c.A., Wadhurst, 
Sus3ex. 


Chaytor, Stanley James, F.C.A., Liverpool. 

Clarke, Leonard George, F.c.a., Epping, Essex. 

Clegg, Edgar Greenoak, F.c.a., Manchester. 

Coates, David Wilson, C.B.E., M.A., LL.B., F.C.As, 
London. 

Cooper, Arthur, F.c.A., Stafford. 

Cox, Arthur, M.B.E., F.c.A., Leeds. 


Davidson, Joseph Hector, F.c.a., Leeds. 

Duncan, Horace Denoon, F.S.A.A., Kenilworth, 
South Africa. 

Dunnill, Albert Edward, F.c.A., Haslemere, 
Surrey. 


Firman, Albert Henry, A.c.a., London. 
Foster, Cyril Judge, F.c.4., Barnet, Herts. 


Gardiner, George, F.c.A., Heathfield, Sussex. 

Gosden, Derek Leonard Henry, F.C.A., 
Kingston upon Thames. 

Grumitt, Corrie, F.c.a., Guernsey, CI. 


Hack, Walter Stanley, M.B.E., F.c.A., Worthing, 
Sussex. 

Hall, George Edward, F.C.A., Port Elizabeth, 
South Africa. 

Hardy, James Edward, r.c.a., Cambridge. 

Harris, Frank John, F.c.A., Par, Cornwall. 

Harrison, Frederick Charles, F.C.A., Norwich. 

Hawley, Harold, F.c.a., Thorpe Bay, Essex. 

Hunt, Norman Stuart, F.C.A., London. 

Huntley-Davidson, Robert, F.c.a., Bristol. 


EE Bertram de Courcy, F.c.a., Liver- 
poo r 
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McMillan, Donald, F.c.4., Derby. 
Newlove, John William, F.c,a., Hezne Bay. 


Parkin, Thomas Cresswell, r.c.a., Sheffield. 
Phipps, Percy, F.c.a., Rye, Sussex. 

Pickering, Arthur Brown, F.c.a., London. 
Porter, David Charles, a.c.a., London. 


Salisbury, Gareth Cockshutt, F.cA., Wood- 
bridge, Suffolk. 

Stuart, Charles William, F.c.a., Port Elizabeth, 
Soutn Africa. 


Thwaite, Newsome, F.c.a., Bexhill-on-Sea. 
West, John Martin, F.c.a., Tiverton, Devon. 


Young, Lewis Jack Alec, F.c.a., Wolverhamp- 
ton. . 


i 


Exclusion Expunged 


At a hearing by the Disciplinary 
Committee on July 3rd, 1968, the 
Committee decided that Mr 
Narendranath Sarkar, F.C., be ex- 
cluded from membership for non- 
payment of subscription. It was 
reported to the Council that notification 
has now been received that Mr Sarkar 
died in July 1967, and accordingly the 
Council resolved that the exclusion of 
Mr Sarkar be expunged. 


FINDINGS AND DECISIONS OF THE 
| -DISCIPLINARY COMMITTEE 
Findings and Decisions of the Disciplinary Committee of the Council of 
the Institute at hearings held on July 3rd, 1968 


Overdue subscriptions 


In addition to similar complaints on 
which the Findings and Decisions have 
already been reported, the Disciplinary 
Committee of the Council of the 
Institute heard two complaints pre- 
ferred by the Investigation Committee 
of the Council, each to the effect that 
the member concerned had failed to 
pay within four months of January rst, 
1968, the subscription then due and 
payable by him, so as to render himself 
liable to be excluded or suspended from 
membership of the Institute or to be 
reprimanded or admonished. The Com- 
mittee found the complaints proved 
in each case and ordered that the two 
members be excluded from membership 
unless by a specified date the sub- 
scriptions respectively the subject of 
the formal complaints had been re- 


ceived, and the Committee further 
ordered that in the event that the fore- 
going Decisions did not take effect, 
the two members be admonished and 
that there existed in each case special 
circumstances which justified the omis- 
sion of the name of the member from 
the publication of the Finding and 
Decision. One of the two subscriptions 
was received in the period allowed and 
the following Decisions have therefore 
become effective: 


(a) Excluded from membership with 
effect from August 31st, 1968 
John Declan Murphy, F.c.A., 

‘L’ Astoria’, 
26 bis Blvd Princesse-Charlotte, 
Monte Carlo, Monaco. 


(b) Admonished 
i One member. 


a 
I 


Findings and Decisions of the Disciplinary Committee of the Council of 
the [nstitute at hearings held on August 7th, 1968 


A formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute to the Dis- 
ciplinary Committee of the Council 
that Derek Roy Judd, a fellow of The 
Institute of Chartered Accountants in 
England and Wales, at General Sessions 
held at the Central Criminal Court 
in the Old Bailey was in due form of 


law convicted on indictment for that 
he (1) with intent to defraud, caused 
a cheque for £671 15s 9d ta be paid by 
a limited company A to a Mr Z by 
virtue of a forged invoice knowing 
the same to be forged. (2) Similarly 
caused a cheque for £490 to De delivered 
by a limited company B to a Mr Y. (3) 
With intent to defraud, forged a 


ki 
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document purporting to be an invoice 
from a Mr X and a Mr W to a limited 
company C in respect of work to the 
value of £902. (4) Similarly, forged a 
document purporting to be an invoice 
from the said Mr X and Mr W to the 
said limited company C in respect of 
work to the value of £293 7s 8d. (5) 
Similarly, forged a document purport- 
ing to be an invoice from the said 
Mr Y to the said limited company B, 
in respect of goods to the value of £490. 
(6) With intent to defraud and to the 
prejudice of Her Majesty the Queen end 
the Commissioners of Inland Revenue, 
caused to be delivered to an Inspector 
of Taxes, accounts purporting to be 
trading and profit and loss accounts for 
the said limited company C for the 
year ended December 31st, 1961, and 
balance sheet as at that date in which the 
amount shown for repairs and re- 
newals was overstated by £902, and the 
amount shown for plant and machinery 
was overstated by £671 15s 9d. (7) 
Similarly, caused to be delivered to an 
Inspector of Taxes accounts purporting 
to be trading and profit and loss 
accounts for the said limited company 
C for the year ended December 3rst, 
1962, in which the amount shown for 
repairs and renewals was overstated 
by £293 7s 8d. (8) Similarly, caused to 
be delivered to an Inspector of Taxes, 
accounts purporting to be trading and 
profit and loss accounts for the said 
limited company B, for the year ended 
December 31st, 1962, in which the 
amount shown for purchases and 
processing was overstated by £490. (9) 
Uttered the document referred to in 
(3) above, knowing the same to be 
forged and with intent to defraud. (roi 
Similarly, uttered the document re- 
ferred to in (4) above. (11) Similarly, 
uttered the document referred to in 
(ei above. (12) With intent to defraud 
and to the prejudice of Her Majesty 
the Queen and the Commissioners of 
Inland Revenue caused to be delivered 
to an Inspector of Taxes, accounts 
purporting to be trading and profit 
and loss accounts for the year ended 
November 30th, 1959, for a limited 
company D in which the true net proft 
of the said company for that year was 
understated. (13) Similarly, caused to 
be delivered to an Inspector of Taxes, 
accounts purporting to be trading and 
profit and loss accounts for the thirteen 
months ended December 31st, 1960, for 
the said limited company D in which it 
was falsely stated that there was a net 
loss amounting to £658 11s 9d, whereas 
in fact, the said company had made 
a profit in that period. (14) With intent 
to defraud caused an Inland Revenue 
Payable Order for £159 5s 3d to be 
delivered to the said limited company 
D for the use or benefit or on account of 
the said company by false pretences and 
he was ordered to be imprisoned 
twelve months in respect of each of the 
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first eight offences and six months in 
respect of each of offences (oi, (10) 
and (11) concurrent sentences, the 
said sentence of imprisonment to be 
suspended for a period of two years 
then next ensuing and he was further 
ordered to be discharged on condition 
that he committed no offence during 
twelve months then next ensuing in 
respect of offences (12), (13) and (14), so 
as to render himself liable to be exchided 
or suspended from membership of the 
Institute or to be reprimanded or 
admcnished. The Committee found 
that the formal complaint against 
Derek Roy Judd, F.c.a., had been 
proved and the Committee orderec that 
Derek Roy Judd, F.c.a., of “Grovelands,’ 
Busbridge Lane, Godelming, Surrey, 
be excluded from membership of th 
Institute. 


A formal complaint was preferred 
by the Investigation Committee of the 
Council of the Institute to the Dis- 
ciplinary Committee of the Council 
that Christopher John Grammer Taylor, 
an associate of The Institute of Chart- 
ered Accountants in’ Englard and 
Wales, (1) had been guilty of acts or 
defaults discreditable to a member of 
the Institute within the meaning of 
clause 21, sub-clause (3) of the sup- 
plemental Royal Charter in that (a) 
having been employed by a firm of 
chartered accountants at an office in 
the Sudan he assured a partner of that 
firm immediately prior to leaving 
the Sudan on the termination of such 
employment, that he had no debts 
outstanding, when in fact, he owed the 
following sums: (i) Toa club- £S.20.575 
mms. (ii) To a limited company — 
£S.89.985 mms. (ii) To a Mr A - 
£S.602. (iv) To a Mr B — £S.400, 
none of which he kad paid. (b) 
He failed to ensure that sufficient funds 
were available to meet the. cheque 
dated December yth, 1965, drewn on 
his account at the Crédit Lyonnais 
Genéve for £450 in favour of the said 
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Mr B and/or Mrs B. (c) He failed to 
ensure that sufficient funds were. 
available to meet the cheque dated 
October rst, 1966, drawn on his account 
at the Crédit Lyonnais Genéve for 
Swiss Francs 3,384 in favour of a 
Mr C. (2) Had failed to pay the sub- 
scription payable by him under Clause 
11 of the supplemental Royal Charter 
and bye-law 41 in respect of the year 
1968 for four months after the same had 
become due, so as to render himself 
liable to be excluded or suspended ` 
from membership of the Institute or 
to be reprimanded or admonished. 
The Committee found that the formal 
complaint against Christopher John 
Grammer Taylor, A.C.A., had been 
proved under all headings and the 
Committee ordered that Christopher 
John Grammer Taylor, A.C.A., of 
58 Zachary Street, Valletta, Malta, be 
excluded from membership of the 
Institute. 


A formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute to the Dis- 
ciplinary Committee of the Council that 
a former articled clerk had been guilty 
of an act or default in that while a 
clerk under articles to Mr X, a fellow 
of The Institute of Chartered Account- 


-ants in England and: Wales and a 


partner in a firm of public accountants, 
he disclosed to a person who was not 
entitled thereto certain information 
relating to the affairs of a client of the 
said firm which he had obtained as a 
result and in the course of his service 
under articles, so as to render himself 
liable to be declared unfit to become 
a member of the Institute or to be 
reprimanded or admonished. The Com- 
mittee found that the formal complaint 
had been proved and the Committee 
ordered that the former articled clerk 
be admonished but considered that there 
existed special circumstances justifying 
the omission of his name from the 
publication of the Finding and Decision. 


Findings and Decisions of the Disciplinary Committee of the Council of 
the Institute at hearings held an August 8th, 1968 


A formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute to the Discipli- 
nary Committee of the Council chat 
Robert Kenneth Willey, a fellow of The 
Institute of Chartered Accountants in 
England and Wales, had failed to pay 
the subscription payable by him under 
Clause 11 of the supplemental Royal 
Charter and bye-law 41 in: respect of the 
year 1968 for four months after the 
same became due, so as to render him- 


self liable to be excluded or suspended 


from. membership of the Institute or to 
be reprimanded or admonished. The 
Committee found that the formal 
complaint against Robert Kenneth 
Willey, F.c.A., had been proved and the 
Committee ordered that Robert 
Kenneth Willey, F.c.a., of 81 Cleeve 
Drive, Woodlands, Ivybridge, South 
Devon, be excluded from membership 
of tne Institute. 


A formal complaint was preferred by 
the Investigation Committee of the 
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Now prove it! 


it's not easy without a lotof notes. Unless youuse - bekeptasa permanent record; used as source mat- 
a printing calculator. Monroe make a range of desk- erial for invoicing, stock-taking, etc; personally an- 
top calculators which do complex calculations with notated: show each stage of a calculation so that! in- 
electronic speed and accuracy -and go one better. terruptions are no problem. 
They print. Not just the answer, bur the whole calcu- All you need is on the tape. A lot of advantages at 
lation. , noextra cost. 

Think of the advantages. The printed tape can: It-pays to prove it with Monroe printing calculators. 








Epic 3000: a compact, 21 digit 570: a15 digit capacity, high 580: a 21 digit, high speed Soo 


capacity desk-top computor. speed calculator. Two-step calculator. Automatic squaring; . 
division; individual and open keyboard; automatic 1ew $d. | 
accumulative products; automatic round-off; two-step division; 
constant — and much more besides. automatic decimals. 


And all 3 calculators are also decimal add/list machines - 
a necessity when decimalisation comes. In fact each 
calculator is two machines for the price of one. 


MONROE 


Litten Business” Systems Ltd. A division of Litton Ee 
Litttn House, Goewell Road, Landon E.C.. Telephene: 01-253 309 
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NOW AVAILABLE 


| THE SPECIAL CHARGE | 
WEALTH TAX 


by . 
K. S. CARMICHAEL, F.C.A., F.T.LI. 


o1 ) What is the Special Charge? ` 


2) Should you pay the Special Charge before 
January Ist, 1969, or later” 

3) What is investment income? 

4) Have you considered the Special Charge in 
connection with, Close Companies - shortfall is 
asessable to Special Charge? 

These, and other aspects of this new tax are dealt with 


fully. 


| Price 85 | Post free 8s 6d - ¥ 


H.F.L. (PUBLISHERS) LTD 
9 BOW STREET, LONDON WC2 "` 





~. Established 1877 | 
| LEOPOLD ` | 
FARM ER & SONS 


-= VALUATIONS ~ 
and` ` 
AUCTION SALES 
| of | 
||) PLANT, MACHINERY AND 
INDUSTRIAL PROPERTIES 


including THE COMPANIES ACT 1967, SECTION 16 ` 


46 GRESHAM STREET, LONDON EC2 
e Tel. 01-606 3422 (10 lines) 
Telegraphic Address: ‘SITES LONDON’ 
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Now enjoy 


“The best of ` 


all worlds” 
through an 


EAGLE 
UNIT 


policy 





FEATURING | 


=x Capital Appreciation 


to Policyholders and. P 


4 Bonuses related to 
Portfolio Income with... 


* A Regularly Published 
Portfolio and... 


* Daily Quotations of 
Eagle Units in the Press 


This unique. policy is available from... 


EAGLE emp 
INSURANCE Co.Ltd. 





or any Branch or Agent 


22 Arlington Street, London, S.W.1 ` 
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Council of the Institute to the Discipli- 
nary Committee of the Council that 
Ernest Gould Williams, a fellow of The 
Institute of Chartered Accountants in 
England and Wales, had (a) failed to 
pay the subscription payable by him 
under Clause 11 of the supplemental 
Royal Charter and bye-law 41 in re- 
spect of the year 1968 for four months 
after the same became due and (b) been 
guilty of acts or defaults discreditable 
to a member of the Institute within the 
meaning of sub-clause (3) of Clause 21 
of the supplemental Royal Charter, in 
that he failed to ensure that sufficient 
funds were available to meet the 
cheque dated April 26th, 1968, for the 
sum of £23 2s drawn by his firm m 
favour of the Institute in payment of 
the said subscription, so as to render 
himself liable to be excluded or sus- 
pended from membership of the 
Institute or to be reprimanded or 
admonished. The Committee found 
that the formal complaint against 
Ernest Gould Williams, F.c.A., had 
been proved under both headings and 
the Committee ordered that if the sum 
of £23 2s was not received by August 
31st, 1968, Ernest Gould Williams, 
F.c.A., of Bank Chambers, St John’s 
Hill, Clapham Junction, London SW11, 
be excluded from membership of the 
Institute with effect from that date but, 
if the said subscription was received 
by that date, Ernest Gould Williams, 
F.c.A., be reprimanded. The sum of 
£23 2s was received before the specified 
date and the Decision that the said 
member be reprimanded therefore 
became effective. 


A formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute to the Discipli- 
nary Committee of the Council that 
Charles Edward Flynn, an associate of 
The Institute of Chartered Accountants 
in England and Wales, had (a) failed to 
pay the subscription payable by him 
under Clause 11 of the supplemental 
Royal Charter and bye-law 41 in 
respect of the year 1968 for four 
months after the same became due (b) 
been guilty of acts or defaults dis- 
creditable to a member of the Institute 
within the meaning of sub-clause (3) 
of Clause 21 of the supplemental Royal 
Charter, in that he failed to ensure that 
sufficient funds were available to meet 
the cheque dated April 29th, 1968, for 
the sum of £29 8s drawn by his firm in 
favour of the Institute in payment of 
the said subscription and of that of his 
partner for the year 1968, so as to 
render himself liable to be exchided 
or suspended from membership of the 
Institute or to be reprimanded or 
admonished. The Committee found that 
the formal complaint against Charles 
Edward Flynn, A.C.A., had been proved 
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under both headings and the Committee 
ordered that Charles Edward Flynn, 
A C.A., of 6 Daleway Road, Green Lane, 
Coventry, be reprimanded. 


A formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute to the Discipli- 
nary Committee of the Council that 
David George Hannah, an associate of 
The Institute of Chartered Accountants 
in England and Wales, had (a) failed to 
pay the subscription payable by him 
under Clause 11 of the supplemental 
Royal Charter and bye-law 41 in re- 
spect of the year 1968 for four months 
after the same became due (b) been 
guilty of acts or defaults discreditable 
to a member of the Institute within the 
meaning of sub-clause (3) of Clause 21 
of the supplemental Royal Charter, in 
that he failed to ensure that sufficient 
funds were available to meet the 
cheque dated April 29th, 1968, for the 
sum of £29 8s drawn by his firm in 
favour of the Institute in payment of 
the said subscription and of that of his 
partner for the year 1968, so as to 
render himself liable to be excluded or 
suspended from membership of the 
Institute or to be reprimanded or 
admonished. The Committee found 
that the formal complaint against 
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David George Hannah, A.C.A., had 
been proved under both headings and 
the Committee ordered that David 
George Hannah, A.C.A., of 28 Caesar 
Road, Kenilworth, Warwickshire, be 
reprimanded. 


A formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute to the Discipli- 
nary Committee of the Council that a 
fellow of The Institute of Chartered 
Accountants in England and Wales had 
been guilty of acts or defaults dis- 
creditable to a member of the Institute 
within the meaning of Clause 21 sub- 
clause (3) of the supplemental Royal 
Charter in that in certain notes of his 
charges for professional services ren- 
dered to two clients submitted during 
1966 and 1967 he described such 
charges as “Timed fee as controlled 
by the Institute’, so as to render him- 
self liable to be excluded or suspended 
from membership of the Institute or to 
be reprimanded or admonished. ‘The 
Committee found that the formal 
complaint had been proved and the 
Committee ordered that the member be 
admonished but considered that there 
existed special circumstances justifying 
the omission of his name from the 
publication of the Finding and Decision. 


FINDINGS OF THE DISCIPLINARY COMMITTEE AND 
DECISIONS OF THE APPEAL COMMITTEE 


Findings of the Disciplinary Committee of the Council of the Institute at 
hearings held on July 3rd, 1968 and Decisions of the Appeal Committee 
of the Council of the Institute at hearings held on September 5th, 1968 


A formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute to the Discipli- 
nary Committee of the Council that 
a member of the Institute had failed to 
pay the subscription payable by him 
under Clause 11 of the supplemental 
Royal Charter and bye-law 41 in re- 
spect of the year 1968 for four months 
after the same had become due, so as to 
render himself liable under Clause 21 
(7) of the supplemental Royal Charter 
to be excluded or suspended from 
membership of the Institute or to be 
reprimanded or admonished. The Dis- 
ciplinary Committee found that the 
formal complaint had been proved, and 
on an Appeal against the Decision 
of the Disciplinary Committee the 
Appeal Committee, varying the Deci- 
sion of the Disciplinary Committee, 
ordered that the member be admonished 
but considered that there existed special 
circumstances which justified the omis- 
sion of his name from the publication of 
the Finding and Decision. 


A formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute to the Discipli- 
nary Committee of the Council that a 
member of the Institute had failed to 
pay the subscription payable by him 
under Clause 11 of the supplemental 
Royal Charter and bye-law 41 in re- 
spect of the year 1968 for four months 
after the same had become due, so as to 
render himself liable under Clause 21 
(7) of the supplemental Royal Charter 
to be excluded or suspended from 
membership of the Institute or to be 
reprimanded or admonished. The Dis- 
ciplinary Committee found that the 
formal complaint had been proved, and 
on an Appeal against the Decision of 
the Disciplinary Committee the Appeal 
Committee, varying the Decision of the 
Disciplinary Committee, ordered that 
the member be admonished but con- 
sidered that there existed special 
circumstances which justified the omis- 
sion of his name from the publication 
of the Finding and Decision. 
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Prize-giving 
Ceremony 


j ee President, Mr Stanley Dixon, M.A., F.c.A., presented 
prizes and certificates of merit to successful candidates 
in the March and May examinations at a ceremony held 
in Painters’ Hall, London, on Wednesday of last week. 

In the course of his address the President said: I have 
been to a number of prize givings and I have been struck 
each time by the way in which the President starts by saying 
that he is delighted to be here and that this is a wholly 
delightful occasion. I can well understand why each 
President in turn says this for it is a great joy to us to meet 
you here and to give these prizes and certificates of merit. 

May I first just address a word to the parents, the prin- 
cipals, the girl friends and — as I often find to my surprise — 
the wives. I know that from personal experience I must 
tread warily, and I shall, because it would cause nothing but 
embarrassment if I credit parents with the normal human 
feelings of joy and pleasure and pride in their children’s 
achievements. Nevertheless we do understand how you feel. 
We are parents ourselves and we understand the feeling of 
satisfaction that the effort and the encouragement and the 
guidance which you have given during the period of study 
have borne such good fruit. 

And to you, young lady and young gentlemen, what am I 
to say to you who have shown by the position which you 
have taken that you are amongst the cream of the entrants 
to our profession and those to whom we can look in future 
to be our leaders? I think the first thing I must say is our 
hearty congratulations on your achievement. These 
congratulations are sincerely felt by all of us. 

But there is more to it than that. While you are students 
I think many of you are conscious of feeling, as it were, a 
sense of antagonism — yourself on the one hand and the 





The President congratulates Mr T. S. Brough, of London, who won 
First Place, the W. B. Peat Medal and Prize, the Howitt Prize 
and the Deloitte-Plender Prize for the paper on Advanced 
Accounting III in Part II of the May Final examination. 
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Miss R. J. A. Lonsdale, of Brentwood, won Second Place, the 
Flight Lieutenant Dudley Hewitt, D.F.C., Prize and the Deloitte- 
Plender Prize for the General Paper in the March Intermediate 
examination. 


Institute on the other; that is, between ‘we’ who are trying 
to become members and ‘they’ who, if they are not trying to 
keep us out, at least do not seem to make it very easy for us 
to get in. 

However, those of you who have passed the second part 
of your Final have got in and there should be no doubt that 
those others of you who have passed Final Part I and the 
Intermediate will have no difficulty in passing the Part II 
Final in due course. 

Unfortunately, as you can see from the proceedings of 
the annual meeting, sometimes this feeling of antagonism 
between ‘we’ and ‘they’ persists but on that occasion it was a 
feeling between the body of members — particularly I think 
the younger members -and the Council who are appointed 
to look after the affairs of the Institute. 

Now that must not be. We who are appointed members of 
the Council are ordinary members of the profession. We 
are not a Civil Service of director-generals. We are all of us 
members in practice or industry doing our job and trying 
to serve, to the best of our ability, over 40,000 members of 
our Institute. Once we ourselves were articled clerks and we 
all passed our Final examinations. 

I would therefore urge you from the beginning to identify 
yourselves with the Institute. You are members of the 
Institute and you have a duty, I think, to familiarize your- 
self with everything that goes on and to play an active part. 
It is from people like you that we are looking for the future 
of our great Institute. 

I would urge you to attend meetings of your district 
societies and to interest yourself with everything that goes 
on in your part of the world so that in due course you will 
be able to take your share as members of the district 
society — and, who knows, in time as members of the 
Council. 

This is my message to you. Be as critical as you like but 
be understanding. Identify yourself with the Institute and 
in due course begin to give back to your fellow members, 
who are perhaps less fortunate than yourselves, something 
of what you have acquired by being members of this 
Institute through the high place which you have taken in 
your examinations. 


Kä 
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The Future of the Profession 


Addendum to the Scheme for the Development of the 
Accountancy Profession in Great Britain and Ireland 


Í 


This possible extension of the scheme for the development of the profession 
was recently circulated to members of The Institute of Chartered 
Accountants in England and Wales. Similar statements are being issued to 
their members by the other five participating bodies — that of the Scottish 
Institute having regard to the fact that under the main scheme, in Scotland, 


Introduction 


HIS note discusses the question of absorbing into 

the appropriate tier of an enlarged Institute the members 
of some of the other accountancy bodies to which reference 
was made in paragraphs 2 and 83-86 of the main scheme. 
As was explained in paragraph 86, the possibility of ex- 
tending the scheme to embrace the members of these other 
bodies will arise only if the main sch2me for the integration 
of the six participating bodies receives a substantial 
measure of support from membzrs attending district 
society meetings. 


2. These other bodies have varying standards of entry, 
training and examination, most of which are substantially 
below those of the six participants but it is clear that many 
of their members are engaged on the type of work envisaged 
for the licentiate accountant (the proposed junior qualifi- 
cation in an enlarged Institute). Thus at present they meet 
a need which, it is hoped, will be satisfied in the future by 
the introduction of a junior qualification. It might, there- 
fore, be thought desirable that the members of these bodies 
should be absorbed into an enlarged Institute and thereby 
come under a uniform ethical cod2 and discipline. This 
would result in a reduction in the number of accountancy 
bodies operating in Great Britain and in the variety of 
descriptions by which their members are known. The hand 
of the Council would thus be further strengthened for its 
approach to Government on the question of supporting 
legislation (paragraphs 79-82 of the main scheme) because 
it would be manifest that the profession had played its part 
in rationalizing the field in which it sought legislation. 


3. Some members of these bodies are already recognized 
by the Board of Trade and enjoy unrestricted practice 
rights under section 161 (1) (b) of tke Companies Act 1948. 
Other members hold appointments which are comparable 
in every way to those held by some members of the Institute. 
The problem has therefore been to cevise fair and equitable 
treatment for the members of acccuntancy bodies which, 
prima facie would be classified as equivalent in their 
training and experience requiremen:s to those proposed for 
future holders of the junior qualification but which, 
nevertheless, include members of high standing and pro- 
fessional attainment. 


4. The question of whether or not the present scheme 


licentiates will not have practice rights. 


should be extended to include any other accountancy 
bodies is an issue which members may be asked to consider 
at the autumn meetings in district society areas. Members 
are, therefore, invited to consider this note before they 
attend any district society meeting. A decision wil- be made 
subsequently as to whether (and, if so, in what "om the 
issue will be put to a special meeting of.the Institute. 
Other boaies 


5, During the past forty or more years a number of other 
accountancy bodies have been created. Some have collapsed 
or have been amalgamated but others (including the three 
referred to in paragraph 84 of the main scheme) have 
become well established. These bodies have provided a 
professional status for persons who, for financial, educa- 
tional or other reasons, have been unable to obtain member- 
ship of anv of the six participants in the main scheme. 


6. A working party was established to consider and make 
recommendations on the possibility of extending the 
proposals to include other accountancy bodies and after 
consideration it was decided that there were eight -bodies 
with which it might be possible to arrive at an acceptable 
basis for absorbing their members into the appropriate tier 
of an enlarged Institute. The members of three of these 
bodies — The British Association of Accountants and 
Auditors (950 members), The Faculty of Aud:tors (480 
members) and The Association of International Account- 
ants (1,450 members) — operate mainly in the fielc of public 
practice whilst the members of the other five are for the 
most part engaged in industry and commerce. 


Possible terms of entry 


=. After the working party had established that the aims 
and fields of work of these eight bodies coincided broadly 
with these of the six participating bodies, attempts were 
made to arrive at provisional entry criteria which might 
be applied to their members in placing them in the ap- 
propriate tier of membership of an enlarged Institute. This 
was an extremely difficult operation. A simple solution 
would have been to recommend that all members of these 
bodies should be offered the junior qualification but this 
would have been manifestly unfair because a number of the 
members of these bodies (particularly the three referred to 


506 


in the preceding paragraph) could establish a strong case for 
admission to the senior qualification on the grounds either 
that they are already recognized by the Board of Trade and 
enjoy unrestricted practising rights under section 16r (1) (b) 
of the Companies Act 1948 (some members having been in 
practice for many years) or that thev hold appointments at 
a similar level of responsibility to those occupied by certain 
Chartered Accountants. It was ciear, therefore, that if it 
were considered desirable that the other bodies should be 
absorbed, then the terms of entry would have to provide for 
the admission of some members zs chartered accountants. 
The working party therefore had to devise criteria which 
might be accepted as: 


(a) sufficiently stringent to satisfy members of the six 
participating bodies that their: high professional 
standards would be maintair.ed; yet 


(b) fair to the members of the other bodies having 
regard to their practical experience and levels of 
responsibility, 


Discussions with eight bodies 


8. Discussions were then held between members of the 
working party and representatives of the eight bodies 
involved with the following results: 


(a) Industry and commerce. The five bodies on the 
industrial side are believed to have a total membership 
of about 10,000. Although entry criteria were 
settled provisionally with two small bodies (The 
Incorporated Association of Cost and Industrial 
Accountants and The Association of Industrial and 
Commercial Executive Accountants) which together 
represent about goo members, it was not found 
possible to reach any agreement with the represen- 
tatives of the larger bodies whose combined member- 
ship is about g,oo0. In these circumstances it was 
decided with regret not to pursue discussions with 
the two.smaller bodies. 


(b) Public practice. The working party was able to 
reach agreement with representatives or The British 
Association of Accountants and Auditors, the 
Faculty of Auditors and The Association of Inter- 
‘national Accountants on provisional entry criteria. 
These three bodies are the only significant ones 
known to operate in the field of public practice and, 
if their members were to be absorbed into an enlarged 
Institute, it would mean that zhe practising side of the 
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profession at least (except for those persons who do 
not belong to any professional body but are neverthe- 
less recognized by the Board of Trade under section 
151 (1) (b) of the Companies Act 1948 or section 13 of 
the Compznies Act 1967) would be unified under a 
common ethical code and discipline. The provisional 
eniry criteria set out below are acceptable to the 
Councils of The British Association of Accountants 
and Auditors, the Faculty of Auditors and The 
Association of International Accountants. 


\ A 
Provisional entry criteria for members of the 
British Association of Accountants and 
Auditors, The Faculty of Auditors and the 
Association of International Accountants 


g. Admission to ‘Chartered Accountant’ member- 
skip should be open to any person who on July rst, 1968, 
was a member of one of these three bodies, was aged over 35 
ard: 


(a) was, as his sole or main occupation, practising as a 
public accountant in the British Isles,* had been so 
practising for not less than five years and is authorized 
by the Board of Trade under section 161 (1) (b) of the 
Companies Act 1948; or 


(b) had had a period of not less than ten years’ experience 
of a character} approved by the Council of the en- 
larged Institute; and 


(i) is as his sole or main occupation practising as 
a public accountant in the British Isles and has 
been so practising for a period of at least ten 
years. The decision as to whether the scope and 
character of the practice are deemed suitable to 
make him eligible for admission as a chartered 
accountant will rest within the discretion of the 
Council: or 


(ii) is emplcyed in a position, whether in a practising 
office, industry, commerce or the public service, 
which is in the opinion of the Council of a scope 
and character deemed suitable to make him 
eligible for admission as a chartered accountant. 


**The British Isles’ means the United Kingdom of Great Britain 
and Northern Ireland, the Channel Isles, the Isle of Man and the 
Republic of Ireland. 

+T> be defined in cetail later but experience obtained outside the 
British Isles will be considered only in exceptional circumstances. 


Already members 
Chartered Licentiate of one of tha 
Body accountant accountant participating Total Remarks 
membership membership bodies 
= BAAA 582 350* 18 950 * includes 131 overseas 
; members 
FofA 343 128* 42 483 * includes 17 overseas 
members 
o AIA 609 780* 50 1,439 * includes 530 overseas 
members 
Total 1,534 1,258* 80 2,872 * includes 678 overseas 


members 
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10. Admission to ‘Licentiate Accountant’ member- 
ship sould be open to all persons (whether resident in the 
Britist. Isles or overseas) who are members of these bodies 
on the appointed day for integration of the six participating 
bodies and who are not admitted as chartered accountants. 
Existing practising rights would be retained and any rights 
granted by the Board of Trade under section 13 of the 
Companies Act 1967 would be presezved. In addition: 


(a) The cases of persons admitted tc membership of 
one of these bodies after the appointed day for in- 
tegration should be reviewed by the Council of the 
enlarged Institute. 


(b) Persons authorized under seczion 161 (1) (b), who 
fail to qualify for admission initially as chartered 
accountants because they are too young or have had 
insufficient experience (paragraph o (a) above), would 
be eligible to become chartered accountants when they 
have reached the age of 35 and have had five years in 
practice. l 


(c) Any cases of special hardship (whether the member 
concerned is resident in the British Isles or overseas) 
arising out of the application of the criteria for ad- 
mission as chartered accountants (paragraph 9 (4) 
above) should be reviewed be the Council of the 
enlarged Institute. 


11. Students 


(a) Whether resident in the British Isles or overseas, 
students who are registered with the British As- 
sociation of Accountants and Auditors or The 
Association of International Accountants at a date yet 
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| to be decided in consultation with these bodies should 
have the opportunity of taking examinations similar 
-o those now held by these two bodies for a period of 
at least five years. Successful candidates would be 
sligible for admission as licentiate accountarts. (The 
Faculty of Auditors has no students.) 


(b) Students registering with one of these bodies after 
that date (yet to be decided) will be re-registered as 
follows: 


(i) Candidates resident overseas — with the Overseas 
Accountancy Board. 


(ii) Candidates resident in the British Isles — a3 student 
members (chartered accountant studen:s) or as 
registered students (licentiate accountant students) 
depending on their educational qualificacions and 
the form of training they wish to follow. 


(c) Students qualifying for admission as licentiate 
accountants will have an opportunity of progressing 
to chartered accountant membership in the normal 
way. 


12. The table [see page 506] shows the numbers likely to 
qualify for chartered accountant membership and licentiate 
accountant membership on the basis of the provisional 
entry criteria outlined above. The figures have beer. provided 
by tne bodies concerned and can be only approximate 
because the entry conditions have yet to be definsd to give 
more precise guidance on the selection of candidates for 
chartered accountant membership. There is insufficient 
information at this stage to show the number of members of 
these bodies who are in public practice. 


Integration of the Profession 


Sir, — There are a number of misconceptions in the letter 
from Mr S. C. Hand, F.c.a., published in your issue of 
September 21st, and I was glad to read the comprehensive 
reply given by the President of the Institute in the following 
issue of The Accountant. 

There are also a few comments that I wish to make. I 
have now been engaged in the public service providing 
accountancy education for the past twenty years, and during 
this time a great many students for the examinations of all 
the bodies (excluding those in Scotland and Ireland) 
involved in the integration scheme nave passed through my 
hands. | 

I can assure Mr Hand that there is no noticeable differ- 
ence between the examination standards of the Institute 


and of the other bodies referred to in his letter, although of : 


course some of the subject-matter is different. It is true 
that there is, in some cases, a high failure rate but as the 
President of the Institute rightly says this, if anything, 
denstes the maintenance of a high standard of attainment. 
In eny case we are concerned here with qualified members 
of the various bodies and not now with students who have 
not yet completed their examinaticns. 


My own experience differs from that of Mr Eand when 
he says that only chartered accountants occupy important 
positions in industry. Many of my past students who have 
quahfied either as certified or cost and works accountants 
now occupy important executive positions, and in some 
cases have a number of chartered accountants working on 
their staffs. I state these facts only as a rejoinder to the 
remarks of Mr Hand because I believe that all comparisons 
of this nature are invidious and particularly unhelpful at the 
present time. 

Mr Hand appears to have a poor regard for State edu- 
cation and ‘sitting in school’. I wonder if he has considered 
the major changes that are now required in accountancy 
education in order to equip the future entrant to the pro- 
fession to satisfy the requirements of modern industry. 
Practical experience, although important, is no substitute 
for zocd education. It will now be essential for accountancy 
education to be well planned and the student given ade- 
quate time for it. 

Iż is only through the State system, with its extensive 
resources, that the future educational demands of the 
Ins-itute can be met, and I am not overlooking the fact that 


THE 
508 


there are a number of private crganizations providing a 
good service. It is true that the Polytechnics alone may be 
unable to cope with all the new entrants following inte- 
gration, but there are many colleges of high standing (not 
Polytechnics) which, for years past, have provided good 
accountancy education, and can continue to do so if re- 
quired. The Institute will be wis: to make the maximum 
use of State educational services. 

There are many criticisms that can be made of the 
integration proposals but in my opinion all these are over- 
shadowed by the principal objectives, i.e., to unite the 
profession; to provide adequate education and training for 
its entrants and an efficient service to the public and 
industry. To me it is not a question of whether or not 
integration should take place but whether the profession 
can survive if it does not. 


Yours faithfully, 


ARNOLD FRYER, 


Swansea. F.C.A., F.A.C.C.A., A.C.W.A, 


SIR, — I am intrigued by the implication in Mr Window’s 
letter in your issue of September 28th, that only chartered 
accountants have ever prepared trial balances, let alone sets 
of accounts. I speak as a chartered municipal treasurer and 
have prepared the final accounts of a very large authority 
for many years. - 
I will readily admit we do not prepare conventional tria 

balances now ~ but that is only because we are modern and 
our system is so designed as to render these unnecessary. 
Such procedure is, of course, now not uncommon in local 
government. 


Yours faithfully, 


Horley, Surrey. R. F. HARWOOD, A.LM.T.A. 


SIR, — I am heartily sick of reading in the correspondence 
section of The Accountant, week after week, the objections 
put forward by members of the chartered accountants’ 
Institute to the proposed integration scheme, a great 
majority of which seem to me to be based on the notion 
that most accountants who are not ‘chartered’ are inferior 
beings. 

Whilst it is true that by amalgamation with the incor- 
porated accountants, the Chartered Institute is by far the 
largest of the accounting bodies, it does no: necessarily 
follow that the members thereof possess a higher degree of 
professional knowledge than do <he ‘cost and works’, 
‘certified’, or ‘municipal’ accountants. The training and 
examinations of the last three bodies are equally as exacting 
as the first and probably more suited to the industrial and 
local government fields than the training received in a 
professional office. It is my experience that audit seniors 
and managers are out of touch with the accounting problems 
in industry and are sometimes quite incapable of flexibility 
in the application of accounting theory. 

I, for one, consider that the scheme is basicelly good for 
the profession as a whole, though I would not have ex- 
pressed this opinion twenty years ago. It is a fundamental 
human reaction to resist change but I would have thought 
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that it is a basic requirement of an accountant to welcome 
end encourage it. It must, by now, be clear to members of 
ail bodies that the work of the qualified accountant in 
industry and commerce is no longer distinguishable by the 
letters behind his name. 

Finally, I would like to pay tribute to the various 
Councils for the excellent way in which the scheme was 
presented, and to what must have been a tremendous 
amount of hard work by the working committees in ar- 
rving at a practical solution. | 


Yours faithfully, 


Fetcham, Surrey. M. H. B. HINCHLEY, a.c.w.a. 


Sm, — In his letter published in your issue of September 
28th, the President of the English Institute stated that ‘the 
term “chartered accountant” has become largely synony- 
mous with “accountant” ’, 

As a partner in a thriving firm of certified accountants I 
cen confirm this to be an undoubted fact. Seldom a week 
goes by when a propcrtion of our incoming mail does not 
acdress us as chartered accountants and it is obvious that, 
to the man on the Clapham bus, ‘certified’ means qualified, 
woch of course means ‘chartered’. 

A few weeks ago I attended the annual general meeting 


of a certain local society of which I am auditor. The 


chairman read out the certificate on the accounts and con- 
cluded by saying, ‘signed J. W. Addison, Certified Ac- 
countant’. As I recall the comments that followed were: 


X: ‘John “certified”? Is this a disadvantage to our 
society, Mr Chairman?’ (usual laughter). 


Chair: ‘I trust not. Actually the other day I saw accounts 
where the auditor described himself as a ‘public 
accountant and auditor’’’. 

Y: ‘Our accountants used to call themselves ‘“‘incor- 
porated” ’. 


X: “Tnere seem to be variations, but I think ‘“‘chartered” 
is the most commen description’. 


Z: ‘In my experience they do not always use the same 
letters after their name. Still, I do not really know what 
they stand for, anyway’. 


Chair: ‘One would have thought that the ruling body 
would make the members conform in these matters. 
Perhaps one day, when we have more time, John will 
explain it all to us’. 


Further comments are unnecessary. The message is clear 
enough. 

Incidentally, on the question of the audit of quoted 
companies there are several important points which have 
yet to be dealt with by any of your correspondents, Le. 


(z) Of the total number of chartered firms in existence, 
what proportion undertake audits of quoted companies? 


(2) In this connection what are the like proportions for 
certified and other firms? 


(3) Precisely why should the possession of such clients be 
taken as representing or indicating some mysterious 
superiority of service or ability? 


Th.s is a vital time in the history of our profession. Red 
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herrings such as the ‘quoted companies’ example must not 
cloud the judgement of those who shculd know better. 


Yours faithfully, 


Lewes, Sussex. JOHN W. ADDISON, F.A.C.C.A. 


Gm, — There has been a great deal of serious discussion with 
reference to the Institute’s integration propcsals, both inthese 
columns and in other journals. It has been noticeable that the 
most searching letters have tended to oppose the scheme, or 
at least ask for a serious reappraisal of needs. In view of this, 
may I express serious disquiet, shared by others besides 
myself, at what we feel to be the intenzion of the Institute to 
bulldoze the scheme through. 

“The attitude of the Institute is ~ ic they will pardon me 
saying so — the attitude of a central committee. It was 
noticeable that when a member of the Council, Mr S. C. 
Hand, stepped out of line, the President found it necessary 
to reply at length and in detail. The rank and file have not 
been granted this privilege. 

Today I received a letter from my district society 
inviting me to the relevant meeting and stating that “The 
Committee of your own District Soc-ety have endorsed the 
general principles of the scheme’. By what right? The 
impression one had originally was that members were to 
consider the scheme on its merits and discuss it at special 
meetings. There should be no question of the scheme being 
endorsed by anyone till a general vote has been taken. I 
object to this Marxist/Leninist type approach of the Council 
almost as much as I object to the profession being or- 
ganized on the lines of a collective farm. 


Yours faithfully, 


Barry, Glam. MICHAEL GREENER, F.c.A. 


SIR,- A number of your correspondents are concerned 
that accountants (usually described as other than CA) of an 
inferior standard will benefit by the integration proposals. 

It would be interesting to know if the Chartered Institute 
has statistics available showing how many of their members 
seek a second qualification, particularly in the field of 
management accountancy. Presumably they do so in order 
to be au fait with the procedure for accounting by exception, 
with its allied techniques. 

Rather than being concerned with a ‘superiority’ classi- 
fication of indrviduals, would it not be better to ensure that 
the benefits of the syllabus of ezch body are brought 
together in the new syllabus for the integrated body, so that 
we do not lose sight of the rapidly. changing role of the 
management accountant in industrv? 


Yours sincerely, 


London NW6. D GALLEY, F.c-w.a. 


Internal Audit 


Gm, — The paper, ‘Management Audit’, by Mr E. J. 
Baden included in your issue of September 28th, made 
interesting reading. I would like, kowever, to comment on 
some of his references to internal udit. 

To state that “Che extended internal audit concept is very 
much more common in the Unitec States than it is in this 
country’, and follow with the remark that most internal 
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auditors in the United Kingdom belong to the United 
States Institute of Internal Auditors suggests that ‘we 
belong but do not practise’. This is not the case and, as in 
so many fields, whilst in speech and writing we fail to 
build up such an impressive image as our colleagues across 
the Atlantic, our practice is in no way inferior. 

Regarding the formation of a British body of internal 
auditors, we believe we gain from our international: 
character, but the possible integration of the accountancy 
bodies in the UK and consequent plans for industrial 
training involving internal audit, may have repercussions in 
our organization. Incidentally, the references to internal 
audit in the published scheme of integration could well have 
given Mr Baden the idea that internal auditors in the UK 
rarely step outside the financial sphere. 


Yours faithfully, 
P. C. ELLIOTT, F.c.a,, 
President, London Cuapier, 
London SEI. INSTITUTE OF INTERNAL AUDITORS. 


Sterling Assets and Liabilities 


Sir, ~ You report (‘Current Affairs’, September 21st issue) 
that the UK financial position remains illiquid, in spite of 


an improvement in the position of the public sector. 


In April 1964 you published an analysis whith I had 
made of the foreign exchange position of the UK, by 
applying relatively simple techniques of financial analysis 
to the statistical data published in the Quarterly Bulletin 
of the Bank of England. This showed that the liquidity 
problem was clearly a public sector phenomenon; time and 
my further studies of money and banking have proved the 
substance of my analysis to have been correct and the 
conclusions sound, even to my estimate of the magnitude 
of the funding operation required, which at that time may 
have seemed far-fetched. 

It seems, looking back, that implicit in my observations 
was an assumption that a foreign exchange deficiency could 
not arise ir. the public sector but must be due entirely to 
the operations of the Bank of England. This is because the 
bulk of the foreign transactions of the private 3ector are 
performed through commercial banks which cover their 
foreign exchange positions daily by one means or another. 
Thus, an uncovered position arises solely throug. a failure 
of the Bank of England to cover its foreign exchange 
commitments, leading it to being ‘played for a sucker’ by 
any speculator or band of speculators with the necessary 


courage and means. 


I am not unmindful of the difficulties faced by a central 
bank faced with the problem of acquiring foreign currencies, 
but the problem must be overcome and cannot be left to 
the good offices of time. If the Bank of England has not ` 
made the necessary change in its dealing policies — and no 
word about it has accompanied reports of the egreements 
with other central banks — then it is hard to see how a 
renewed onslaught of speculators can be avoided and the 
spectacle of a downward spiral for the £ lies immediately 
ahead. Do accountants have nothing to say in financial 
management which can help in preventing this from 
occurring? , 

Yours faithfully, 


Gainesville, KENNETH S. MOST, LL.B., F.c.A. 


Florida, USA 
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Notes 
and 
Notices 


PROFESSIONAL NOTICES 


Messrs Baxter, Nicuotas &. Co, 
Chartered Accountants, of 6 Egypt 
Street, Warrington, Lancs, announce 
that with effect from October ist, 
1968, they have admitted into the part- 
nership Mr RONALD JOHN EVERITT, 
F.C.A., who has, for some time, been a 
senior member of their staff. 


Messrs CRANE, HOUGHTON & CRANE, 
Chartered Accountants, of Clin House, 
17 Surrey Street, Strand, London 
WC2, announce that Mr ROBERT 
KENNETH CRANE, F.C.A., retired from 
the partnership on September 3oth, 
1968, but will continue to act as a con- 
sultant to the firm. The remaining 
partners, Messrs 
MONTAGUE CRANE, F.C.A., MARTIN 
‘TREVOR CRANE, F.C.A., ROGER ALAN 
CRANE, A.C.A., and NORMAN JAMIESON, 
A.c.A., will continue to carry on the 
partnership business of CRANE, 
HOUGHTON & CRANE as from Sep- 
tember 30th, 1968, at Clun House, 
Surrey Street, London WCz. 


Messrs CRAIG, GARDNER & Co, 
Chartered Accountants, announce that 
with effect from September 3oth their 
address is Gardner House, Ballsbridze, 
Dublin 4. 

MESSRS DELOITTE, PLENDER, 
Haskins & SELLS announce that Mr 
Harry SHIPMAN, F.C.A., has resigned 
from their Swiss partnership in order 
to take up a position in the City of 
London. 
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IVIESSRS CHARLES Eves, Lord & Co, 
Chartered Accountants, of 19-21 
Meorgate, London EC2, announce 
that as from September rst, 1968, 
they have admitted into partnership 
Mr Joun Y. R. STROVER, A.C.A. 


Messrs LOVEWELL BLAKE & Co 
and BUuLLIMORE & Co, Chartered 
Accountants, of Great Yarmouth, 
Norwich, Lowestoft, Halesworth and 
Thetford, announce that Mr Davip 
BELLWORTHY KENT, A.C.A., has been 
admitted into partnership as from 
October rst, 1968. 


Messrs V. MURRELL & Co, Certi- 
fied Accountants, and Messrs MICHAEL 
TuHourspy & Co, Certified Account- 


ants, announce that as from November 


Ist, 1968, their practices are being 
amalgamated. The new firm will be 
known as Murrett, THURSBY & 
PARTNERS and will practise at 11 Vine 
Hill, London EC1, end 100 Addis- 
combe Road, Croydon, Surrey. 


Messrs PRICE WATERHOUSE & Cc 
announce that Messrs RAIG, GARDNER. 
& Co, Dublin, and Messrs ASHWORTH, 
ROWAN, CRAIG, GARDNER & Co, 
Belfast, have become their corres- 
pondents in the Republic of Ireland 
and in Northern Ireland respectively. 


Messrs SHORE & StTROVER, Char- 
tered Accountants, of 1g—21 Moorgate, 
London EC2, announce that as from 
September rst, 1968, they have ad- 
mitted into partnersnip Mr JOHN 
Y. R. STROVER, A.C.A. 


Messrs WuHINNEY IMurray & Co 
and WuHInNEY Murray ERNST & 
ERNST announce that on October erh, 
1968, they are openirg an office in 
Liverpool, at the Corn Exchange 
Burlcing, Fenwick Strezt, Liverpool 2. 
The resident partner will be Mr D. S. 
HEWITT, A.C.A. 


APPOINTMENTS 

Mr N. M. Crozier, F.c.A., has been 
appointed managing director and Mr 
W. S. Milne, F.c.a., assistant manag- 
ing cirector of Lindsey & Williams 
Ltd. 

Mr G. H. Mackisack, F.c.a.(AUst.), 
has been appointed chairman of 
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Lansing Bagnall’s Australian sub- 
sidiary Lansing Bagnall (PT y). 

Mr Derek Mather, LL.B., F.c.A., has 
been appointed managing director of 
Bowmans Chemicals Ltd. 


Mr E. Sturgeon, c.a., has been 
appointed deputy chairman of 
Clydesdale & County Hotels Ltd. 


Mr L. A. J. Baston, F.c.a., group 
chief accountant of the W. J. Simms 
Sons & Cooke Group, has been 
appointed a director of S. F. Swift & 
Sons Ltd, a member of the group. 
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Mr J. D. Presland 


Mr J. D. Presland, B.sc.(EcoN.), 
F.C.A., financial controller of Berk Ltd, 
has been appointed to the board of the 
company. 


DISCLOSURE OF DIRECTORS’ 
INTERESTS 


Section 27 of the Companies Act 1967 
requires a director of a company to 
notify the company of his interests in 
the shares in or debentures of the 
company and certain associated com- 
panies. The company is required by 
section 29 to enter the information 
nctified to it in a register which is 
open to inspection by the public. 
New regulations made by the 
Board of Trade which came into 
operation on October 4th, provide that 
the section should not require notifi- 
cation: ` 
(i) to a wholly-owned subsidiary of a 
body corporate incorporated out- 
side Great Britain of interests in 
shares or debentures of that or 
any other body corporate in- 
corporated outside Great Britain; 
(ti) to a wholly-owned subsidiary by 
a person who is a director of it 


JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SW1 


Telephone 01-834 2002 (4 lines) 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


October 12th, 1968 


and its holding company, the 
holding company being one re- 
quired to keep a register unde- 
section 29, of interests in any 
shares or debentures. ‘This is an 
extension of one of the No. 2 
Regulations which excepted Oz 
interests of such a person in the 
shares or debentures of the hold- 
ing company but not of other 
companies. 

Copies of the Regulations, The 
Companies (Disclosure of Directors’ 
Interests) (Exceptions) No. 3 Regt- 
lations, 1968 (S.I. 1968 No. 1533), are 
available from HM Stationery Office, 
49 High Holborn, London WC, and 
branches, or by post from HMSO, 
PO Box 569, London SEx (price éd 
or 10d by post). 


PROPOSED INTEGRATION 
SCHEME 


Next Week's Meetings 


The following local discussion meet- 
ings of members of the various 
accountancy bodies have been arranged 
for next week. Members must produce 
their copies of the scheme to gain 
admission. 


The Institute of Chartered 
Accountants ‘i in England and 

Wales 

Monday: 

Nottingham, Victoria Hotel, Milton 
Street, 5 p.m. 

Tuesday: 

London, Church House, Westminster, 
2.30. p.m. 

Dorking, Burford Bridge Hotel, Box 
Hill, 5.30 p.m. 

Wednesday: 

Cambridge, The Dorothy Restaurant, 
20-24. Sidney Street, 7 for 8 p.m. 
London, Church House, Westminster, 
6 p.m. 

Thursday: 

Cheltenham, Queen’s Hotel, Promen- 
ade, 6 p.m. 

The Association of Certified 

and Corporate Accountants 
Monday: 

Glasgow, Merchants’ Hall, 30 Geo-ge 
Square, 5.45 p.m. 


FOR C.A. 
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Tuesday: 
Edinburgh, Kintore Rooms, 74 Queen 
Street, 5.45 p.m. 


Brighton, Royal Pavilion Theatre, 


Church Street, 5.45 p.m. 


Wednesday 

Southampton, Skyways Hotel, 
Herbert Walker Avenue 6.30 p.m. 
Dublin, Shelbourne Hotel, St 
Stephen’s Green, 7.30 p.m. 

Thursday: 

Belfast, Grand Central Hotel, 12.15 
p.m. 


The Institute of Cost and 

Works Accountants 

Tuesday: 

Birmingham, Savoy Hotel, Hill Street, 
6.30 p.m. 

Wednesday: 

Peterborough, Great Northern Hotel, 
6.30 p.m. 

Thursday: 

Norwich, Assembly Rooms, Theatre 
Street, 6.30 p.m. 


The Institute of Municipal 
Treasurers and Accountants . 


Council members will attend the 
following branch and section meetings, 
when the scheme will be discussed. 


Monday: 
Yorkshire and Humberside Branch, 
Leeds, 10.30 a.m. 


Thursday: 

Metropolitan and Home Counties 
Branch, London section, Camden 
Town Hall, 2.30 p.m. 


i 
LONDON AND DISTRICT SOCIETY 
OF CHARTERED ACCOUNTANTS 


Residential Conferences 


‘Auditing’ and “The use cf settlements 
in tax planning’ are the titles of two 
residential conferences which the 
London and District Society of Char- 
tered Accountants are to hold at 
Eastbourne and Brighton next month. 

The course on auditing is to take 
place at the Grand Hotel, Easttourne, 
from November 7th to gth. It will be 
opened by Mr J. D Russell, M.A., 
F.C.A., a member of the Council of the 
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Institute, and will be under tke chair- 
manship of Mr M..R. Harris, F.c.a. 
Papers are to be presented on: “Audit- 
ing in Europe’, by Mr C. Romer-Lee, 
MA, F.C.A.} ‘Depth testing’, by Mt 
S. F. Phillips, F.C.A.; and ‘Final audit 
papers for review by the partner’, by 
Mr J. H. Bowman, pa, AC.A. In 
addition, the conference will feature 
an all- day audit game introduced by 
Mr K. A. Sherwood, a.ca., and 
questions will be answered on the 1967 
Companies Act by a panel consisting 
of Mr Harris, Mr D. G. Richards, 
F.c.a., and the above speakers. 

The second conference is tc be held, 
at the Hotel Metropole, Brighton, 
from November 21st to 23rd. Sir 
William Carrington, F.Cc.A., a Past- 
President of the Institute, will open the 
conference which will be uader the 
chairmanship of Mr H. Gordcn Smith, 
F.c.A. Six papers will be presented 
including: “Tax planning — how far 
can you go?’, by Mr Peter Rees; “Tax 
problems on death in the administra- 
tion period’, by Mr M. Holland, B.A., 
A.c.A.; ‘Tax problems in the trust 
period’, by Mr B. W. Sutherland, 
F.c.a., and ‘Future of settlements’, by 
Mr D. W. Pursglove, F.C.A. 


BROMLEY AND SE LONDON 
DISCUSSION GROUP 


An interesting and varied series of 
meetings has been arranged by the 
Bromley and South-east Lordon Dis- 
cussion Group of the Lordon and 
District Society of Chartered Ac- 
countants for its 1968-69 season. 

The Group’s first meeting will be on 
October 14th and will take the form 
of an open discussion on “The future of 
the profession’, with the Group’s 
chairman, Mr L. H. Gardiner, F.c.a., 
in the chair. On November 11th, 
there is to be a joint meeting with 
members of The Associatior of Certi- 
fied and Corporate Accountaats Brom- 
ley and District Branch when Mr 
R. W. Green, of the Board of Trade 
Statistics Division, will give a talk on 
‘Statistical returns’. The subject for 
the meeting on December gth will be 
the 1968 Finance Act when Mr 
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P. H. C. Hamilton, M.A., F.c.A., will 
deal with the special charge; Mr 
J. A. Risby, F.c.a., with life policies, 
and Mr R. W. Potts, F.C.A., with 
amendments to capital gains. 

Subjects and speakers in the New 
Year will include: ‘General taxation 
points’, by Mr M. D. Whitear, H.M. 
Inspector of Taxes, Bromley 1 Dis- 
trict; ‘Estate duty — with reference to 
. Finance Act 1968’, by Mr F. A. Bevis, 
M.A., LL.B., A.C.A., and a ‘Brains trust’. 

All discussion meetings will com- 
mence at 8 p.m. and will be held at the 
New Hackwood Hotel, Widmore Road, 
Bromley. Further particulars regarding 
the Group’s activities may be obtained 
from the secretary, Mr C. Brazier, 
A.C.A., Room 224, Empire House, St 
Martin’s-le-Grand, London EC1. 


SHEFFIELD AND DISTRICT SOCIETY 
OF CHARTERED ACCOUNTANTS 


At a discussion meeting of the 
Sheffield and District Society of 
Chartered Accountants to be helc on 
Thursday next, at the Grand Hotel, 
Shefheld, at 6 p.m., the subject will be 
“The role of the accountant in market- 
ing’. Mr W. E. Skinner, M.I.M.S.M., 
M.I.EX., a senior lecturer in manage- 
ment studies, at the Sheffield College 
of Technology, will lead the discus- 
sions. 

Applications from those members 
wishing to attend should be returned 
to the Secretary of the Society, Mr 
D B. Shaw, F.c.a., 22 Norfolk Row, 
Sheffield Dr 2PA, by next Tuesday, 
October 15th. 


| SOUTH MIDLAND 
‘DISTRICT SOCIETY OF CERTIFIED 
ACCOUNTANTS 


On Wednesday next, October 16th, 
the South Midland District Society 
of Certified Accountants is to hold a 
one-day seminar at the Hermitage 
Hotel, Oadby, Leicester. 

Four papers will be presented: 
‘Finance, availability and utilization of 
funds’, by Mr D R. Clarke, F.c.a., 
manager, Leicester Branch of the 
ICFC; ‘Government grants’, by Mr 
FE. E. Bleasdale, F.A.C.C.A., assistant 
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treasurer, Esso Petroleum Co Ltd; 
“Taxation, including appeals and deal- 
ings with the Revenue’, by Mr D. R. 
Dawes, F.A.C.C.A., F. ZLI., and ‘Com- 
puter services, benefi- for the smaller 
user, by Mr D. V. Bull, F.a.c.c.a, 
F.C.W.A., A.M.B.I.M. 

The fee for the s=minar is £3 zs 
(including lunch) and applications to 
attend should be made without delay 
to the Society’s secretary, Mr R. L. 
Morgan, A.A.c.C.A., 30 Walker Roac, 
Birstall, Leicester, LE4 3BN. 


SOUTH EASTERN SOCIETY OF 
CHARTERED ACCOUNTANTS 


Conference at University of Kent 


A three-day residential conference wa3 
held by the South Ezstern Society of 
Chartered Accountans at Eliot Col- 
lege, University of Kent, from Sep- 
tember 26th to 28th, and was attended 
by roo members. 

The theme of the conference was 
‘Share Valuations’ and the various 
allied problems which affect mosz 
accountants, whether -n practice or in 
commerce. The first speaker was Mr 
Harold Wincott, well-known as a 
writer on financial matters who, or. 
the first evening, gave members ar. 
interesting review of the changes in the 
investment scene over the past 2c 
years. 

On Friday, Mr T. A. Hamilton 
Baynes, M.A., F.C.A, znd Mr H. T. 
Nicholson, F.C.A., add-essed members 
on the valuation of crdinary shares 
and the problems of probate and taxa- 
tion. A joint question =ession brought 
out a number of addidonal points of 
considerable help to members. The 
speaker on Saturday was Mr Philip 
Shelbourne, a partner in N. M. 
Rothschild & Son, who ranged widely 
over the main conference theme from 
the merchant banker’s viewpoini, his 
question session being particularly 
useful. 

During the conference, Mr Meinard 
Donker, Information Dfficer of the 
Institute, presented members with the 
opportunity of seeing the Institute’s 
business game colour film of the first 
computer-based busiress game for 
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sixth-formers. Those who saw the film 
were unanimous that it had consider- 
able value in showing potential mem- 
bers of the Institute the interest and 
variety of the chartered accountants’ 
work, 


THE ACCOUNTANTS’ CHRISTIAN 
FELLOWSHIP 


‘Violence or pacifism’ will be the. 
subject of a discussion led by Mr 
Peter Bessell, M.P., at a meeting of 
The Accountants’ Christian Fellow- 
ship arranged specially for students 
at 6.15 p.m. on Tuesday next, 
October 15th, at the Royal Common- 
wealth Society, 18 Northumberland 
Avenue, London WCz2. A buffet 
supper (charge 5s) will be available. 
Accountants and their friends are 
welcome to attend, whether or not 
they are members of the Fellowship. 


CHARTERED ACCOUNTANTS’ 
HOCKEY CLUB 


In a match played at Crystal Palace on 
September 26th, The Chartered Ac- 
countants’ Hockey Club were beaten 
by the Articled Clerks by six goals to 
one. The latter, in this annual contest, 
showed themselves much more quali- 
fied at hockey than the Accountants. 
The Articled Clerks scored three goals 
in each half. For the Accountants, 
Wallis prevented many more shots at 
goal and Hines and Threlfall played 
determinedly in the forwards, but the 
Clerks’ backs, Abel and Carr, quickly 
cleared their attacks until in the last 
minute Whiteman scored the Ac- 
countants only goal. 

The Club has a full season’s iius 
and is planning a tour to Paris next 
May. One member, Morley Pecker, 
has been named official photographer 
to the International Hockey Feder- 
ation and will be covering the hockey 
matches at the Olympic Games. An 
honorary member, John Neill, will also 
be in Mexico where he will captain 
the British team. New members are 
needed; hockey players interested in 
joining the Club should write to the 
secretary, Mr A. J. Hines, Church 
Cottage, Stratford St Mary, Colchester 
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Investment Grants 


NE of the most disturbing aspects of the current British 

economic scene is the low level of investment in manufacturing 
industry. While it may be argued that this phase will pass and 
Board of Trade expectations regarding the rate of investment in 
1969 are optimistic, the fact is that compared with advanced 
economies the level of industrial investment in Britain is very 
low. 

It was such considerations as these that led to the Industrial 
Development Act 1966, and in particular the provision of incen- 
tives to capital investment. The Board of Trade was empowered 
to make grants towards approved capital expenditure incurred 
after January r7th, 1966, and, in an attempt to ensure balanced 
regional development, the standard rate of grant of zo per cent 
was doubled for capital expenditure carried out in the develop- 
ment areas. 

The Board’s second annual report on investment grants, pub- 
lished last week (actually covering the five quarters between 
April rst, 1967 and March 31st, 1968), does not suggest that this 
particular experiment in stimulating capital investment has been 
markedly successful. During those five quarters 6,234 applica- 
tions were received, while a further 6,305 applications had already 
been received before the opening date. 

Although applications in respect of expenditure incurred in all 
five quarters are still being received and settled, the Board reports 
that the interval of 15 months between expenditure by the appli- 
cant and payment of grant as experienced at the outset of the 
scheme: has since been reduced to an average of 12 months. This 
compares with the 18 months’ interval predicted in the original 
White Paper on Investment Incentives (Cmnd 2874). 

The total expenditure approved for grant was [1,155,736,000 
and total grants paid in respect of this expenditure emounted to 
£314,964,009. Grants have been paid on about 94 pez cent of the 
total of expenditure included in the applications received and dealt 
with by March 31st, 1968. During the final quarter of the period, 
the grants were made at the temporarily increased rates of 25 and 
45 per cent. ) 

Of the total grants paid, {263,403,000 was in respect of manu- 
facturing and ship repairing. The next largest category related to 
ships, which received {20,961,000. A- breakdown of the grants paid 
on machinery and plant by reference to the indus:ry indicates 
that the major ber-eficiaries were the chemical and allizd industries 
with £82,419,000; the next largest was {34,007,000 in respect of 


THE 
514 


engineering and electrical goods industry. Metal manu- 
facture attracted £27,984,000, textiles £21,842,000, and 
vehicles £20,003,000. 

The regional distribution of grants shows that the 
north attracted the largest amount, ie. £5'7,669,000 
with the north-west benefiting by a further 
L53, 849,000. In contrast, only Zo 904,000 was dis- 
bursed in respect of capital expenditure in the south- 


FINANCE ACT 1968 


The Special 
Charge — V 


NE of the most undesirable features of the 

special charge is that the investment incomes of 
husband and wife are aggregated. Two unmarried 
individuals each having an investment income of only 
£3,000 would pay no charge. If, however, they were 
married to each other the full £6,000 would be liable 
to charge, subject only to the deduction of £120 in the 
respect of the higher personal allowance. 

In the special contribution provisions in the Finance 
Act 1948, section 58 (1) began with the words: ‘Where 
a husband and wife were during any part of the year 
1947-48 living together’ as though such living to- 
gether was merely a possibility to be reckoned with 
rather than a normal incident of marriage. Section 44 
(1) of the 1968 Act is more precise. It reads: 


D 


44. ~ (1) In ascertaining aggregate investment income, 
subsections (1), (2) and (4) of section 354 (wife’s income 
to be treated as that of her husbend) and section 361 
(separation etc.) of the Income Tax Act 1952, shall apply 
as they apply for the purposes of income tax, but subject 
to the following provisions of this section.’ 


Thus the whole of section 354 (with the exception of 
subsection (3) which is confined to income tax personal 
reliefs) 1s applied, with the result that the general rule 
is that investment income of a wife living with her 
husband in 1967-68 is treated as his, and he and not 
she is to be assessed. However, before liability is 
accepted on this basis it will be as well to check that 
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west region. Scotland, with £43,783,000, actually 
fared rather less well than East Anglia and the south — 
a -eflection not so much of the relative needs of the 
areas as of the concentration of industry. Wales 
attracted some 24,240,000. More than half of the 
total amount of investment grants made towards 
mechinery and plant, computers and mining works 
weat to the development areas. 


the wife was, in fact, living with the husband, in the 
incame tax sense, in 1967-68. 

This may involve a close scrutiny of section 361. 
Uncer subsection (1) of that section a wife is to be 
oe as living with her husband unless either: 


(a) they are separated under an order of a Court of 
competent jurisdiction or by deed of separation; 
or ` 


(E) they are in fact separated in such circumstances 
that the separation is likely to be permanent. 


If the marriage broke down on (say) October sth, 19 57, 
ther. income of the wife arising after that date will not 
fall o be aggregated. Conversely, if the marriage took 


' place on October 5th, 1967, then income of the wife 


arising before that date will not be aggregated. There 
is no way of retrospectively evading the living together 
Dro stong, Thus although the marriage may have irre- 
trievably broken down on April 6th, 1968, the incomes 
of Ce two spouses will nevertheless be aggregated, 


notvithstanding that at the time the tax is imposed the 


two individuals are unconnected. 

Been though a marriage has not broken down, the 
hustand and wife are treated as not living together for 
tax purposes where either of the two following con- 
ditions is satisfied: 


(a) one of them is, and one of them is not, resident 
in the United Kingdom for the year of assess- 
ment; or 


(b both of them are resident for the assessment year 
but one of them is, and one of them is not, absent 
from the United Kingdom throughout the year. 


It will be borne in mind that if either spouse is not 
resident for 1967-68 in the United Kingdom then that 
fact oa operate to reduce the amount of investment 
incorne of that spouse. If either husband or wife died 
at some time during 1967-68, then special charge is 
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levied on the survivor as if there had been no marriage 
(section 41 (4)). , 

` Notwithstanding that husbard and wife mag. be 
treated as living together throughout 1967-68, there is 
provision for assessing each individual separately, but 
in that event the aggregate charge payable is not to be 
reduced. The detailed provisions are contained in 
section 44 (3) and are as follows: 


(a) each spouse is assessed as though unmarried and 
the charge is recoverable from the assessee. All 
the provisions as to notice of assessment, appeals 
and collection of charge apply; 


(b) in ascertaining aggregate investment income ‘the 
income of the husband and wife shall be treated 


as the income of one individual’; 


Sa” 


the special charge payable by reference to the 
aggregate investment income ascertained as in 
(b) is divided between the husband and wife in 
proportion to their respective aggregate invest- 
ment incomes, after deducting the surtax 
personal allowances, which allowances are appor- 
tioned between husband and wife in accordance 
with the formula in (d) below; 


(c 


N” 


(d) (1) the allowances for children, dependent rela- 
tives and daughter (on whose services the tax- 
payer has to depend) are appcrtioned to that one 

_ of the two taxpayers who maintains the child, 
relative or daughter; (ii) all other allowances are 
divided between the two spouses in proportion 
to their respective aggregate investment incomes. 


It could happen that the available allowances will 
exceed the aggregate investment income of one spouse. 
In that case the excess is allocated to the other spouse, 
who will be the only person chargeable. 

There is one case where the above separate assess- 
ment provisions will be applied automatically, namely 
where an election is already in force for 1967—68 for 
separate assessment to surtax end the Inland Revenue 
do not receive, within a time limit, notice from both 
husband and wife not to apply separate assessment for 
special charge purposes (section 44 (2)). The time limit 
is October 5th, 1968 ‘or such later date, not falling 
after the expiration of thirty days from the giving to 
the husband of a notice of the assessment to the special 
charge, as the Board may allow’. It is clear from those 
words that not even the Inland Revenue have power 
to extend the time later than 30 days after the notice of 
assessment (ignoring their general power of mitigation). 
As regards any earlier date after October sth, 1968, 
it seems that their intention is automatically to extend 
the time limit, judging by paragraph 3 of the official 
leaflet, L.R.8, issued last month. The same publication 
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says that notice is to be given to the Controller of 


Surtax. 
If separate assessment for surtax is not in operation 


for surtax for 1967-68, then either husband or wife 


may elect for separate assessment for spec-al charge 
purposes. The same time limits apply. Suppose that 
separate assessment is not applied and accordingly the 
husband is chargeable to the whole charge, both on his 
own’ income and on his wife’s, but he fats to pay, 
collection can then be made from the wife direct of 
the charge attributable to her income (section 44 (4); 
applying section 359 of the Income Tax Act 1952). 
Where the wife has died, the husband has two months 
from the grant of probate in which to disclaim responsi- 
bility for such part of the charge as is attributable to 
her income (ibid. applying section 360 of the 1952 Act). 

On the administration side of the new impost, 
everything appears to have been done to assimilate 
it as far as possible with surtax. The Act puts the special ' 
charge under the care and management of the Board of 
Inland Revenue (section 43 (6)) who appear to have 
delegated the day-to-day administration to the Con- 
troller of Surtax. 

Section 43 (7) directs that, subject to modifications, 
the special charge is to be assessed and recoverable 
as if it were an amount of surtax. Section 43 (1) directs 
that the charge in respect of an individual’s aggregate 
investment income is to be made by assessment on that 
individual and is to be payable by that individual. 
This rule is subject to other provisions in Part IV of 
the Finance Act. Those provisions dealing with married 
women and close companies have already been dealt 
with in these articles. The complicated rules relating 
to income from trusts will be referred to later. 

All enactments applying to the management and 
administration of income tax, including those relating 
to incapacitated persons, personal represer-tatives and 
assessing, collecting and receiving income tax are to 
apply to special charge. The income tax rules confer- 
ring rights of appeal also apply. This is subject not only 
to the other provisions of Part IV but also to the right 
of the Inland Revenue to make regulations by statutory 
instrument which modify the income rules. Any such 
instrument is subject to annulment in pursuance of a 
resolution of the House of Commons, which event is 
perhaps about as unlikely as anything can be. 


(To be continued) 


Close Companies: In the second article on Special Charge, 
in the issue of September 28th, it was stated that under the 
1947-48 special contribution rules, no contribution was pay- 
able by the taxpayer on income of a company which had been 
apportioned to him for surtax purposes. In fact, however, 
such apportioned income was charged and there were pro- 
visions for recovering the appropriate contribution from the 
companv. 
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Rational or Random ? 


Te the casual observer, the investment analyst leads 
an apparently idyllic life. He settles down in the 
morning to read all the newspapers and browse through 
the latest company reports. He then enters some figures 
in a little black book and brings the lines that-look like 
forked lightning in his graphs one stage nearer the top, 
bottom or right hand sides. Next, he sits back and stares 
fixedly out of the window. Emerging from his trance, 
he. makes a few pronouncements on the telephone like 
‘Buy (or sell) 10,000 Soandsos’. The rest of the morning 
is spent conferring pleasantly with colleagues and 
watching the price of Soandsos on the screen of his 
close-circuit television link with the Stock Exchange. 
He goes to lunch, probably with the executives of some 
large industrial company who in the afternoon, show 
him round their premises and plant. 

The other side of the medal, of course, is that the 
seemingly carefree analyst is only too well aware that 
pressure is on him all the time to produce positive 
results. He is expected to discount the effects of such 
interruptions to ordered progress as strikes and any 
casual acts of providence before they happen and to 
give advice to sell in anticipation of every market turn- 
down. and to buy ahead of every boom or boost. His 
ability to do so is usually attributed to a mixture of 
experience and a selective instinct called flair. 

His tools are provided by the statistical sciences 
which record the past and project the future, making 
him simultaneously something both of a historian and 
an astrologer. If he bases his decisions on the supply 
and demand for the shares of companies in which he 
is interested and the fluctuations in the prices of these 
shares then he is a technical analyst, but if he studies 
the nature and form of the companies and their trading 
prospects and ignores their share price performance 
then he is a fundamental analyst. As if all this were not 
complicated enough, a number of computer orientated 
university professors in America are now advancing 
the thesis of ‘random walk’ which postulates that 
neither past trading performances nor present share 
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prices have any Fearing on future profits or share levels. 
In brief, the coin that comes down heads ten times in 
succession has a fifty-fifty chance of coming down 
heads on the eleventh spin. 

In this issue, we reproduce the first part of an il- 
luminating paper given last month at the Cambridge 
Stmmer Course of the English Institute by Mr J. 
Reshleigh, F.c.a., recognized in the City as a foremost 
authority on investment. The second part, to be repro- 
duced next week, deals with the assessment of prices 
of prior charge stocks and equities and considers the 
impact of ‘random walk’ on the more conventional 
analytical approaches, 


Queen's Award for the Profession? 


HE Queen’s Awards to Industry scheme, which 

is designed to encourage exports, is confined at 
the present time to visible exporters. When the scheme 
was introduced some three years ago, invisible exports 
were excluded largely on the grounds that the earning 
of money abroad was in the main an intrinsic element 
of business which is international in character. 

Nevertheless, the contribution to the UK balance 
of payments from invisible exports is considerable 
and Mr Cyril Kleinwort urges, on behalf of the Com- 
mittee on Invisible Exports, that the Queen’s Award 
scheme snould be extended to invisible exporters. The 
occasion for revision will present itself at the end of 
five years, when the scheme is to be reviewed. 

In principle there certainly seems much to be said 
for the proposal, particularly if the incentive provided 
is a3 strong as Mr Kleinwort suggests. When in 1967 
the Committee on Invisible Exports investigated the 
concribut:ons made by the different professions to 
overseas 2arnings, the accountancy profession mani- 
Fest v made the largest contribution (The Accountant, 
October 28th, 1967). Perhaps, therefore, we may yet 
look forward to the interesting event of one or more of 
the larger firms in the profession gaining this coveted 
award! 


Figures Help 


S INCE it was formed in May 1966, the Economic 
Development Committee for the Clothing Industry 
(one of whose members is Mr F. Clive de Paula, T.D., 
F.C.a., J.DIP.M.A.) has devoted considerable attention 
to assisting management within the industry to im- 
prove its performance. With the assistance of a London 
firm of chartered accountants, a booklet entitled 
Figures Help (HMSO, price ros 6d) has now been 
pub-ished with the aim of explaining the importance 
to fizms oř all sizes of a planned system of management 
information. 

This is developed in considerable detail, illustrating 
with examples the interrelation of labour, materials, 
expenditure and profit budgets; the importance of cash 
forecasting; the monitoring of performance by com- 
parison of operating reports with budgets; and the use 
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of operating statistics to support anc assist the inter- 
pretation of the financial staten-ents. The booklet is 
not, of course, addressed to those acccuntants who have 
specialized in costing, althougl students may with 
advantage supplement their general reading by ac- 
quainting themselves with the problems and methods 
of a particular industry. 

The statement on page 12 thet ‘the introduction of 
the complete system would probably need the assistance 
of an accountant’ is unlikely to be contested. A fully 
integrated system of this kind would be needed, and 
perhaps could only be supported, by the largest 
companies in the industry, and despite an obvious 
attempt to present the essentials in homely language 
(‘there is little point in devising book-keeping 
tricks . . .’), one wonders whecher the authors have 
successfully met the needs of the small clothier’s 
business, some of which are very small indeed. For 
such businesses the greatest good to be expected from 
this booklet is that it may prompt members of the 
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profession on the way in which they may most usefully 
serve their clients, rather than that the proprietor: 
should attempt to use it as the basis of a ‘do-it-yourself’: 
system. 

With: individual pages printed on green, orange, 
yellow, blue and brown paper, this is one of the most 
colourful offerings to emanate from the Stationery 
Office for some time: unfortunately this use of colour 
appears Io be for the most part arbitrary, and serves 
less to point an illustration than to make it needlessly 
difficult to read the type. 


National Giro Launched 


N Friday of this week the National Giro service 
came into operation and thus brought to fruition 
three years of planning, as well as the construction and 
equipping of an entirely new computer centre at 
Bootle in Lancashire. 
Designed as a self-supporting commercial enterprise 





This ts My Life 


by An Industrious Accountant 


OLLOWING the recent appointment of another 

assistant in our Accounts Department, we had a 
section-heads meeting to scrutinize the minor staff 
rotations that arose in consequence. We looked gener- 
ally for possible anomalies in salary sczles but we didn’t 
find anything out of line. 

Natch, said Costs. He’d had a look at the original 
set-up and couldn’t find any fault with it. It still 
looked OK to him. 

Costs, who tends to be slaagy these days, has a 
flair for implying that he personally does all the really 
responsible work. ‘I got the Eudget-variances report 
circulated two days before deacline’, bel say smugly; 
‘how d’you like my new Jay ou 

As if we didn’t all know thaz his whole section had 
worked overtime on the job, or that Frank in internal 
audit had suggested the revised format! 

Slightly irked by hearing his achievement thus 
pirated but too dignified to remonstraie offensively, 
Frank raised a new hare. How cid we stand for cost-of- 
living rises this year, he asked? Wheat about the 33 
per cent? 

The departmental accountart supported him. He’d 
had to forgo his holiday in Majorca because he’d 
bought a new 1100, he grumbled. Dashed poor do if 
executives couldn’t increase their normal standard of 
living annually. How could one ccntinue without 
improvement, what with colour TV, or even central 
heating? 

A rising tide of assent surged around the gathering. 
Continual betterment, increasing excess of income over 


expenditure, more affluence, all these were vocifer- 
ously urged. They wanted Utopia right away! 

There’s an interesting comparison in G.. A. 
Birmingham ’s Lighter Side of Irish Life, published in 
1911. He tells in verbatim minutes ot the conscientious 
subcommittee set up by the Board of Inland Revenue 
under the Old Age Pensions Act, muddled but well- 
meaning, struggling to estimate the family budget of an 
impoverished small farmer. 

He has a cow (‘if you say her, you’d hardly call her a 
cow, she’s that old’) which gives milk. At 2d a quart 
they estimate the cow is worth {10 a year — en assump- 
tion fiercely rejected by the farmer. He hasn’t sold a 
drop this twenty years; it’s all used in the house; he 
can’t see it as income. 

There are hens, and eggs at 8da dozen, but he neither 
eats them nor sells them. His wife exchanges them for 
a pound of tea an odd time. 

There’s a son who lives with him. Should the wages, 
which as a matter of fact are not paid to him but which 
certainly ought to be paid for his services as farm 
labourer, be put down on the credit side of the appli- 
cant’s balance sheet? 

After baffled hours with chickens that perished of 
the pip, a heifer sold to buy a pig that died at a loss, 
and rates (‘them same rates is terrible high’), the com- 
mittee reached ‘the amazing conclusion that the farmer 
had been living all his life on {10 a year or 30 less than 
nothing’. His only explanation was that he owed a 
good deal of money to the shops. He was by means- 
test standards clearly entitled to an old-age pension! 

Somehow even in these days of relatively easy credit, 
over a half-century later, the remedy didn’t seem 
appropriate to suggest to senior accounting staffs. 
They’re all paying off their staff private purchase 
accounts by instalments as it 1s: 
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within the Post Office, the National Giro will modernize 
the remittance services such as postal orders and 
money orders and provide a speedy and simple money 
transfer service. By keeping all its accounts in one 
highly automated centre, the Giro effectively dispenses 
with the need for an expensive clearing system. Through 
the National Giro Centre at Bootle all payments: will 
pass and be handled by one of tne largest complexes 
of computers and data processing equipment in Europe. 
For example, a payment instruction sent on day one 
to Giro will arrive at the National Giro Centre on day 
two; it will be processed and the relevant accounts 
debited and credited and detailed business statements 
sent out the same day. On day three the statements 
will be in the hands of account holders; their accounts, 
however, will have’ been credited the day before. 

An important feature of the Giro service is that 
accompanying these statements will be the payment 
instruction forms as filled in by the payer. On the back 
of all the forms is a space for a message. This means that 
a single piece of paper serves both as a remittance and 
a covering letter for a payment. 


The detailed statement will show the previous and 


current balance and will list all the debits and credits, 
the latter in customer reference number order if 
required. It is possible for a firm to have a reference 
of up.to 20 letters and figures in length for each of its 
customers, and it will be these numbers that are 
printed out on the daily statement of account. Larger 
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organizations using computers for their billing can 
arrange to receive their statements on punched paper 
tape or magnetic tape. 

With payments into and out of the system being 
made through post offices, Giro has what virtually 
amounts to 23,000 branches. The accessibility through 
post offices, with their long opening hours six days a 
week, is one of the attractions which could help a 
company to persuade its employees to receive their pay 
through the free Giro transfer. Such an arrangement 
would cut payroll costs and reduce the security risk 
attached to holdings of large amounts of cash: For those 
still preferring cash, the Giro payment order, cashable 
at a post office, could be an acceptable alternative, 
assuming, of course, that the effect of this would not. 
simply be to transfer the pay queue from the factory 
to the post office. 

Ic is estimated Cat within a year or so Giro will have 
well over one million accounts and that some {150 
to £200 million will remain on deposit in the system 
at any one time. This will be invested and the interest 


earned will pay for those services that are provided 


free of charge. 

In recent months a team of consultants has been 
visiting commercial and industrial concerns to advise 
on the best uses of the system and their services are 
available to any businessman. They can be contacted 
through the Business Relations Division, National 
Giro Centre, Bootle 10, Lancs. 


Growth, Historic Cost and Profit 


CONTRIBUTED 


This article presents a proposed method of calculating depreciation, which takes 
account of the important factors of replacement cost and asset growth. (te 


comments of readers are invited. 


G ROWTH, inflation and technological advance are 
vital factors in the economy of any country. They 
are also factors which need close consideration in the 
calculation of profit. Historic cost is the concern of the 
accountant and combines the twin factors of inflation 
and technological advance; these act in opposite direc- 
tions, the former raising prices and the latter reducing 
them. 

No one is likely to deny the principle that profit is 
only calculated after all provisions have been made for 
maintaining fixed assets according to the needs of the 
company. In recent years national attention has been 
focused on growth and it is evident that Britain must 
produce and export more if she is to survive and this 
means that productivity must increase. 


The increasing emphasis on capital can be seen in 
the growth of automation and the use of computers. 
The significance of this to the accountant is that the 
ratio of fixed to other assets is generally increasing. 
Depreciation provisions are therefore becoming more 
impertant and errors in calculating them have greater 
effect on the accuracy of the profit figures. 


Productivity and growth 


It has been estimated that a certain. growth rate is 
compatible with economic stability and a national 
target figure decided. Some industries will achieve a 
figure in excess of this and others less. The mobility of 
skills, labour and capital will greatly influence the 
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Howto beatthe Income Tax 


_ There are many interest bearing schemes where tax 
iš not deducted at source. They sound magnijico. But 
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later you get clobbered and it hurts. You can do much 
better than that. We give high rates of interest on 
savings and investments and we pay the Income Tax! 
Here are the current rates——please ask for details, 


Income Tax Paid Worth Gross Ze 
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FIXED TERM SHARES AS FR | BY 
REGULAR SAVINGS By £810.37 
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progress made and it is evident that the Government 
will co-operate with industry in achieving growth 
targets. 

In considering the implicaticn of growth for any 
individual company, this is not a steady annual feature 
but is achieved as the result of extensions to produc- 
tive capacity. Industrial engineering, or work-study, 
will improve productivity but its contribution to growth 
in efficient organizations is likely to be small. 

The accountant’s problem can be seen as one of 
estimating historic cost trends and, together with fore- 
cast growth or the board of director’s policy of expan- 
sion, making depreciation provisions which will 
enable fixed assets to be replaced and those required 
for expansion purchased. It would seem reasonable that 
any Government should not tax profits until provisions 
had been made for maintaining fixed assets and buying 
new ones for expansion of productive capacity in 
accordance with the need for growth. 

The existing methods allowed by company tax 
legislation for making depreciation provisions do not 
make specific allowance for the two important factors 
of growth and asset replacement cost. This may be of 
little or no importance for meny companies and to 
some may be of advantage in chat fixed assets of an 
obsolete type and therefore hindering growth, continue 
to be used. Other companies with a vigorous policy 
of growth may be finding that expansion and improve- 
ment in productivity are penalized. 


Suggested method of calculating depreciation 


A method that could be used to advantage in cir- 
cumstances where depreciation provisions are a large 
proportion of the trading profits and errors in calculat- 
ing them would lead to large errors in the profit- 
_ before-tax figures, is outlined below. Referring to the 
illustration, it is seen that the annual depreciation pro- 
vision is represented by the total height of each 1ect- 
angle; this height is made up cf two components, the 
upper and lower representing the replacement and 
growth components, respectively. Depending on 
whether expansion or contraction is taking place in the 
potential capacity requirement of the fixed asset, the 
growth component will be added to or subtracted from 
the replacement component. 

Diagram A illustrates depreciation provisions 
_ using the straight-line or fixed instalment method, and 
the other two diagrams, B and C, illustrate the 
' proposed method which is a modification to include 
for growth and replacement cost trend. The general 
principles used with the method are: 


(1) Total provisions during asset lift should equal 
replacement cost, including the provisions for 
growth. 


(2) The ratio between the depreciation provisions 
made during the first year of use and the last year 
should be the same as that between asset cost 


and its replacement cost, excluding the provi- 
sions made separately for asset growth. 


(3) If an annually compounded rate of asset growth 
is used, the ratio of the annual provisions is made 
in accordance with the growth rate. For ease of 
calculation a linear trend may be employed and 
this results in the provisions being a little higher 
at the beginning and end of the asset life, with 
a corresponding reduction during the middle 
years as compared with the more exact alternative. 


(4) After calculating’ the provisions which allow 
for the difference between present and replace- 
ment cost of the asset, a further calculation is 
made to allow for the increase or decrease in the 
growth rate by an appropriate percentage 
addition to or subtraction from the amounts 
calculated in (2) above. 


(5) In calculating the provisions a forecast is made 
of thé net residual value of the asset and this 
would be deducted from the purchase price of 
its replacement. Any variation in the net residual 
value from that forecast is added to or subtracted 
from the replacement price, and the resulting 
figure used as a basis for further depreciation 
provisions, 


Calculations used in example 


Diagram A 

Initial cost ` = e ,, £10,000 
Replacement cost .. Se .. £10,030 

Net residual value .. ii .. Nil 

Asset life or gé .. . Five vears 
.Annual depreciation provision ee 
Diagram B 

Initial cost .. SS Së .. £10,030 
Replacement cost... a «e £12,090 

Net residual value .. = .. Nil 


Growth rate (increase over five years) 15 per cent 


£12,c00 


Mean height of diagram = £2,400 


Let p=difference between depreciation provision made 
each year. a 

2,400 — 2p 10,000 

2,400 + 2p 12,000 


Then 


(Since the ratio of depreciation provision in the first 
year to that in the last year is the same as the ratio of 
initial cost to replacement cost.) 


| Which gives p= 109. 


THE 


ACCOUNTANT October 19th, 1968 


INITIAL COST = £10,000 
REPLACEMENT COST =£10,000 
NET RESIDUAL VALUE = NIL 


TOTAL DEPRECIATION 
PROVISIONS = £10000 


A 
Lk 
= 
L 
Z 
Q 
D. 

2 
Q 
O 
= 
LI 
= 
LLI 
Q 
< 
=} 
a. 
LU 
Cc 
Y 


+TOTAL DEPRECIATION 


=€ 
mM PROVISION 
J 


A 





INITIAL COST = £10,000 
REPLACEMENT COST = £12,000 
NET RESIDUAL VALUE = NIL 
GROWTH RATE = 15Z7INCREASE 
OVER 5 YEARS 


TOTAL DEPRECIATION 
PROVISIONS = £13,800 


GROWTH COMPONENT- positive 
«—-+<+REPLACEMENT COMPONENT — 





+TOTAL DEPRECIATION PROVISION —-> 


1 2 3 4 5 YEAR 


-> 


«GROWTH COMPONENT- 


INITIAL COST . = £10,000 
REPLACEMENT COST = £8000 
NET RESIDUAL VALUE = NIL 
GROWTH RATE = 107%DECREASE 
OVER 5 YEARS 
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TOTAL DEPRECIATION 
PROVISIONS = £7200 
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EXAMPLE ILLUSTRATING METHOD OF ESTIMATING DEPRECIATION PROVISIONS TAKING INTO ACCOUNT 
REPLACEMENT COST AND GROWTH RATE OF ASSETS. 
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“abulated results 
Year Annual depreciation provision 


I £(2,400—2 X 109) 1'15== £2,182 X 1'15= {£2,510 




















2 £(2,400—1X 109) B15=£2,291 X 115 = {£2,635 
3 £(2,4000X 109) 115= £2,400 x Lt ës {£2,760 
A £(2,500-+1X 109) 1°15=£2,509 X 1°15= £2,885 
= £(2,400+2X 109) 1.15= £2,618 X 1-15 = £3,010 
£12,000 | £13,800 
Diagram C 
Initial cost .. £10,000 
Replacement cost .. £8,000 
Net residual value , Nil 


Growth rate (decrease over five years) Io per cent 


£8,000 


Mean height of diagram SCH =={1,600 


Let p=difference between depreciation provision made 
each year. 


1,600 + 2p 10,009 
1,600 — 2p 8,000 
Which gives p= £89. 


Then .. 


Tabulated results 


Year Annual depreciation provision 

I £,(1,600-+2 x 89) o-go= £1,778 X o-g0= £1,600 
£(1,600-+1 X 89) Ggs £1,689 xX o'90= £1,520 
£(1,600-£0 X 89) o-go= £1,600 X o'90== £1,440 
£(1,600—1 X 89) o-ge= £1,511 X o'90= £1,360 
£(1,600—-2 X Bol o-go== £1,422 X o'go= £1,280 


n bh W N 








£8,000 £7,200 














The value of this method can be seen with reference 
tc the following circumstances. Sales valume and trad- 
ing profits are rising at a rate of 3 per cent each year. 
The trading profit, depreciation provisions and profit- 
before-tax figures are set out below using values 
celculated for diagrams A and B. 


Depreciation provisions calculated as in diagram A 
Year - ae < 2 3 4 5 6 


£ £ £ £ £ & 
4,000 4,150 4,309 4,450 4,600 4,750 
2,000 2,000 2,009 2,900 2,000 2,400 
2,000 2,150 2,309 2,450 2,600 2,350 


Trading profit 
Depreciation 
Profit before tax 


Depreciation previstons calculated as in diagram B 

Weal i a6 se" 28 2 3 4 5 6 
£ £ £ £ £ & 

4,000 4,150 4,300 4,450 4,600 4,750 

2,510 2,635 2,760 2,885 3,010 3,135 
1,490 1,515 1,540 1.565 1,590 1,615 


Trading profit 
Lepreciation 
Profit before tax 
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Examination of the above groups of figures leads to 
interesting conclusions. Neglect to allow for growth 
and asset cost trend leads to a needless diszontinuity 
in the misleadingly higher figures for profit before tax 
over the years considered and these figures therefore 
do not give a fair and true picture of the company’s 
trading position over a number of years. 

Another set of circumstances can be considered. 
Sales volume and trading profits are declining at a rate 
of 10 per cent over five years. The replacement cost of 
the fixed assets is £8,000. Trading profit, depreciation 
provisions and profit-before-tax figures ar2 set out 
below using depreciation values calculation for dia- 
grams A and C. 


Deprectation provisions calculated as in diagram A 


Year = w tL 2 Ss © 6 
£ £ ££ £ £ &£ 


Trading profit 4,000 3,900 3,800 3,700 7,600 3,500 
Depreciation 2,000 2,000 2,000 2,000 2,000 1,600 
Profit before tax 2,000 1,900 1,800 1,700 1,600 1,900 
Depreciation provisions calculated as in diagram C 
Year éi es 2 2 3 4 5 6 
ree ee fg 
Trading profit 4,009 3,900 3,800 3,700 3,600 3,500 
Depreciation 1,609 1,520 1,440 1,360 3,280 1,200 
Profit before tax 2,400 2,380 2,360 2,340 2,320 2,300 


_ As before, the figures of profit before tax show a 
sudden change in the sixth year and do not give a true 
and fair picture of the company’s trading position 
over a number of years. The profitability of the slowly 
declining volume of business is also under-estimated 
and could lead to an incorrect assessment of investment 
prospects for continued business. 


Conclusion 


Although discussion has been confined to a single 
fixed asset, the same conclusions would apply to the 
more usual circumstances of a number of jixed assets 
being employed by the company. Profit discontinuities 
would not be so marked in accounts embracing the 
whole trading position but the conclusions regarding 
profitability and profit before tax would be the same. 
Although only two sets of circumstances have been 
considered and the advantages of calculating deprecia- 
tion provisions allowing for asset cost trend and growth 
illustrated, others would also indicate the advantage of 
using the method outlined. Correct decisions on finan- 
cial matters cannot readily be made if methods of 
calculating depreciation provisions are used which. 
ignore growth, inflation and.technological progress. 


THe 


522 ACCOUNTANT 


October. 19th, 1968 


Should Building Society Rates 


be Even Higher? 
by J. FLOWER, B.Sc.(Econ.), A.C.A. 


re letter from the building scciety read: 


‘I regret to inform you that frora October 1st the rate 
of interest on your mortgage of £5,090 will be increased 
from 7$ to 7% per cent per year. If you wish, you may 
continue to pay the same amount per month as at present. 
However, in this case the repayment term of your 
mortgage will be extended from 30 to 38 years.’ 

My first reaction was that this was another increase 
in the cost of living; in fact, a pretty steep one. How- 
ever, this was tempered by the thought that it would 
not affect my bank balance until 1998; up to that time 
I would still be paying the same amount per month as 
now. I would not notice the difference until I was over 
60! 

On further reflection, I felt I might even be better 
off. With the increase in the rate of interest, the amount 
of building society interest that I could claim as an 


expense in my income tax return was increased. ‘Thus 
I would pay less income tax — a benefit that I would 
enjo now, not when I was 60. I wondered whether the 
tax savings that I would make now would be sufficient 
to o-set the extra payments that I would have to make 
after roof, This was a simple exercise in discounted 
cash flow analysis, and with the help of a computer I 
set dout tackling it. 

I first calculated the mortgage repayment schedules 
under the old (74 per cent) and new (7# per cent) rates 
of interest. These are shown in tables 1 and 2. The most 
impartant figures are those given in the extreme 
righ=-hand cclumn: the net cash flow in each year, 
Le, tae sum of the monthly repayments /ess tax relief 
on the interest (at 3s 3¢ in the £). 

In table 3, I calculated the differential ‘cash flow: 
the difference between the net cash flow using the old 


TABLE 1 INTEREST RATE 7-125 PER CENT | | 
Mortgage Annual Annual Loan Tax Net cash 
Year loan interest payments repaid relief flow 
1968 5000-00 356-25 408-00 51°75 146-95 261-05 
1969 4948-25 352-56 408-00 55-44 145-43 262-57 
1970 4892-81 348-61 408-00 59-39 143-80 264-20 
1971 4833-41 344-38 408-00 63-62 142-06 265-95 
1972 4769-79 339-85 408-00 68-16 140-19 267-82 
1973 4701-64 334-99 408-00 73-01 138-18 269-82 
1974 4628-62 329-79 408-00 78°21 136-04 271:97 
1975 4550-41 324-22 408-00 33-79 133.74 274-26 
1976 4466-62 318-25 ‘408-00 39-76 131-28 27673 
1977 4376-87 311-85 408-00 396-15 128-64 279-36 
1978 4280:72 305-00 408.00 193-00 125-81 282-19 
1979 4177°71 297-66 408-00 110-34 122-79 28522 
1980 4067-37 289-80 408-00 118-20 119-54 288-46 
1981 3949-17 281-38 408-00 126-63 116-07 291-93 
1982 3822-54 272-36 408-00 135-65 112-35 295-66 
1983 3686:90 262-69 408-00 145-31 108-36 299-64 
1984. 3541-59 252-34 438-00 155-67 104-09 303-91 
1985 3385-92 241:25 438-00 166-76 99-51 308-49 
1986 3219-16 229-37 498-00 178-64 94-61 313-39 
1987 3040-53 216-64 498-00 191-37 89-36 318-64 
1988 2849-16 203-00 408-C0 205-00 83°74  . 324-26 
1989 2644-16 188-40 498-C0 219-61 77:71 330-29 
1990 2424-55 172-75 408-CO 235-25 71-26 336-74 
1991 2139-30 155-99 4)8-CO 252-02 64-34 343-66 
1992 1937:28 138-03 408-00 269-97 56-94 351-07 
1993 1667:31 118-80 408-00 289-21 49:00 359-00 
1994 1378-10 98-19 403-00 309-81 40:50 367-50 
1995 1068-29 76-12 403-00 331-89 31-40 376-61 
1996 736-40 52-47 403-00 355-53 21:64 386-36 
1997 380:87 27°14 403-00 380-87 11:19 396-81 
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“TABLE 2 


Year- 


1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 


1980 


1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 


1991. 


1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 

2002 
2003 
2004 
2005 


TABLE 3 


Year 


1968 
1969 
1970 
1971 

1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 

1982 


1983 


1984 
1985 


Net cash 


flow 


10-31 
10:99 
11:72 
12-49 
13°31 
14-18 
15-11 
16-10 
17-16 
18:28 
19-48 
20:75 
22:10 
23°55 
25-08 
26:71 
28-45 
30-30 
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INTEREST RATE 7:625 PER CENT. 
` Mortgage Annuai Annual 
Joen interest payments ` 
5000:00 381-25 408-00. 
4973:25 379-21 408-00. 
4944-45 ` 377-01 408-00 
4913-46 374-65 408-00 
4880-11 372-11 408-00 
4844-22 369-37 408-00 
4805-59 366°43 408-00 
4764-01 363:26 408-00 
4719-26 359-84 408-00 
4671:10 356-17 408-00 
4619-27 352.22 408-00 
4563-49 347-97 408-00 
4503-4 343-39 408-00 
4438-83 338-46 408-00 
4369-29 333-16 408-00 
4294-44 327-45 408-00 
4213-89 321-31 408-00 
4127.20 ° 31470 408-00 
4033-389 307-58 408-00 
3933-47 299-93 408-00 
3825-40 291-69 408-00 
3709-08 2382:82 408-00 
3583-90 273-27 408-00 
3449-17 2903:00 408-00 
3304-16 251-94 408-00 
3148-10 240:04 408-00 
298014 227-24 408-00 
2799-37 213-45 408-00 
2604-82 198-62 408-00 
2395:43 182-65 408-00 
2170-08 165-47 408:00 
1927-55 146-98 408-00 
1666-52 127-07 408-00 
1385-59 105-65 408-00 
1083:24 82-60 408-00 
757:83 5778 408-00 
407-64 31-08 408-00 
30:69 2:34 33:03 
Year Net cash 
How 
1986 32-27 
1987 " 34-36 
1988 36:58 
1989 38-95 
1990 41-47 
1991 44-14 
1992 46-99 
1993 50-01 
1994 53°23 
1995 56-65 
1996 60:29 
1997 64-15 
1998 ` —339°75 
1999 —347-38 
2000 —355-59 
2001 —364-42 
2002 -373-93 
2003 —384-17 
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Net cash 


Loan Tax 
repaid relief flow 
26:75 157-27 250-74 
28°79 156-42 251-58 
30:99 - 155-52 252-48 
33:35 154-54 253-46 
35-89 15349 254-51 
38-63 152-37 255-64 
41:58 151-15 256-85 
44-75 149-84 258-16 
48-16 148-44 259-57 
51-83 146-92 26108 ` 
55-78 145-29 262-71 
60-04 143-54 264-47 
64-62 141-65 266-36 
69-54 139-62 268-39 
74°85 137-43 270-58 
80:55 135-07 272-93 
86-69 132-54 275-46 
93°30 129-81 27819 
100-42 126-88 281-12 
108-08 123-72 284-28 
11632 120:32 287-68 
125-19 116-66 291-34 
(KIK 112:72 295-28 
145-00 108-49 299-52 
156-06 10393 304-08 
167-96 99-02 308-99 
180-77 93°73 314-27 
194-55 88:05 319°95 
209-39 81:93 326-07 
225:35 75:34 332-66 
242:53 68:26 339-75 
261-03 60-63 347-38 
280-93 52:42 355-59 
302-35 43-58 364-42 
325-41 34-07 373-93 
350-22 23:84 384-17 
376:92 12:82 395-18 
30-69 97 32:06 
Year Ner cash 
flow 
2004. —395-18 
2005 ~—~32:06 
TABLE 4 ; 
Rate of Net present 
discount (%) value 
‘00 —1597:32 
1-00 —1 109-72 
2:00 — 708-71 
3:00 —435-69 
4-00 —250-57 
5-00 —125-86 
6:00 —42-66 
7-00 12-04 
8-00 47-22 
9-00 69-07 
10-00 81-87 
11-00 88-58 
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interest rate and that using the new interest rate. In 
the earlier years this is shown to be positive since 
the net cash payments under the new rate of interest 
are lower than under the old rate. 

Did the positive cash flow in the early years out- 
weigh the negative cash flow in the later years? This 
question was answered by calculating the net present 


value of the differential cash flow at different rates of 


discount — as shown in table 4. At a rate of discount of 
o, the net present value is — £1,697, indicating that the 
extra cash payments after 1998 exceed the tax savings 
before that date. However, as the rate of discount is 
increased, less and less weight is given to payments in 
the distant future. At rates of interest above 7 per cent, 
in fact, the net present value is positive. This implies 
that if the tax savings in the early years were invested 
at a 7 per cent rate of interest, they would accumulate 
to a sum sufficiently large to provide for the extra 
payments after 1998 when they fell due. 
~ Another way of saying the same thing is that if a 
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person is paying interest on borrowed money (in 
ad¢-tion to his mortgage) at a rate higher than 7 per 


-cent (net) per year, then he is better off under the 


increased mortgage interest rates since he can use his 
tax savings to reduce his borrowings or to defer 
furtner borrowings. . 

The tax savings in the earlier savings are the equiva- 
lent of a loan that has to be repaid in later years in- 
cluding interest compounded at 7 per cent per year. 
As rates of interest on hire-purchase contracts are 
genzrally well over 10 per cent (net), many people, 
including myself, would consider 7 per cent to be 
reasonable. Of course, I would prefer to borrow 
further money on mortgage from the building society 
at the rate of 7% per cent gross which is less than 5 
per cent net. However, its rules would not permit this. 
But increasing its interest rates was the next best 
thing. 

I am thinking of writing to the building society 
asking it {o put up its rates even higher. 


Portfolio Investments - Aids to 


Decision-taking 
by J. RASHLEIGH, F.C.A. 


HE intended scope of this paper is to discuss briefly 

some of the aids available to investors not covered by the 
technique sometimes disrespectfully known in the invest- 
ment world as ‘flying by the seat of one’s pants’. If this 
allusion appears provocative perhaps I should add that I 
believe that there is no real substitute for flair and experi- 
ence in achieving maximum portfolio performance but that 
flair and experience can be enhanced by being prepared to 
use all the tools available. 


2. Inevitably many of the aids that will be mentioned are 
not readily available to the main body of private investors 
and at the outset I want to make clear that the general 
tenor of this paper is directed towards the aids available 
to the institutional or professional managers of other 
people’s money. 

3. Managers of other people’s money have widely 
different problems to resolve ranging, for instance, from 
those relating to the relatively static portfolio of an invest- 
ment trust subject to all forms of modern direct taxation 
except surtax, to the rapidly growing fund of a self- 
administered pension scheme subject in most cases to 
no taxation at all. To distinguish still further between 
these two types of fund, investment trusts for many years 
have been looked upon as equity based, whereas pension 
funds have only relatively recently moved away from 
money values to real values. The point I am trying to 
make is the obvious one that decision-taking in portfolio 
management can be very different for diiferent types of funds. 


4. There are two basically different types of decision- 
taking, firstly on policy, and secondly, when policy is 
decided, on the selection, sale or exchange of specific 
investments. My paper will be divided into two sections 
to cover bcth types of decision, but the first section will be 
very much shorter as the formulation of policy decisions ` 
is mare intuitive and less susceptible to outside aids than 
is the execution of policy once agreed. 


Aids to dacision-taking on policy 


5. Policy is the framework on which the whole of invest- 
ment decis:on-taking is built. But the framework, though 


Mr J. Rashleigh, F.C.A., the 
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of Tre Institute of Chartered 
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strong, should not be rigid and must be able to bend or 
even alter shape under the iniluerce of changing economic 
forces. As with any other structure, the architect must 
first determine the basic layout and that will be that which 
is most suited to the purposes fcr which the investments 
are required. 


6. Thus, on the one hand, a bank is required by the . 


nature of its liabilities to maintain a fairly high proportion 
of its assets in readily realizable securities or cash. On the 
other hand, a private individual saving for his retirement is 
concerned to have assets which wil: maintain his pur- 
chasing power. Before retirement invescment income is 
probably of less importance, after retirement it may 
become all-important. 


7. It is impossible within the Lrief confines of this paper 
to encompass the whole range of types of investment 
portfolio nor is 1t probably necessary as I am here concerned 
with the available aids, and the principals remain unchanged 
no matter what the objects of the investment may be. 
The object of policy is clear — to meximize the value of, 
and the return irom, the investments within the limits laid 
down by the nature of the liabi-ities and consonant with 
an acceptable degree of risk-takinz. ‘This principle has been 
investigated at length by Markowitz in a monograph 
entitled Portfolio Selection, publisned by John Wiley & Sons 
Inc., New York. 


8. To maximize the return from the assets of a fund 
one should ideally be in a position to take advantage of every 
short-term move in the market even although the fund is 
long-term in its nature. In practice this is difficult for two 
main reasons: 


(a) the size of most institutional portfolios makes it 
impracticable to indulge in wholesale switching of the 
investments other than in the gilt-edged market; 


(6) the cost of switching in other than gilt-edged is 
relatively high; one thererore requires a degree of 
certainty in the operation which is seldom available. 


Nevertheless, some activity is desirable to take advantage 
of changes in the outlook for individual sectors as is demon- 
strated by the following list of prices: 


November March March 


réth, 1967 xésth, 27th, 

(Pre- 1968 1968 

devalua- (Pre-~  (Post- 
tion) Budget) Budget) 


s d s d s d 
Swan Hunter (Shipbuilding) 19 6 23 6 25 3 


Gestetner (Exporters of Office 
Machinery). . Vë .. 38 o 43 6 47 o 
Shell Transport & Trading 
(Oil) Si SS .. 49 6 63 6 64 6 


Taylor Woodrow (Building 
. Contractors) : .. 29 3 24 108 25 7 
Hoover (Domestic Electric 
Equipment) af .. 48 9 40 6 43 6 
Marks & Spencer (Stores) .. 45 9 37 9 42 Tt 
F.T. Actuaries All Share Index 125:75 127:28 13715 
3% per cent War Loan 49% 482 492 
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g. Over the period covered, the market had to cope with 
the effects of a devaluation and one of the most severe 
peace-time budgets of all time. Taken as a whole the 
equity market performed astonishingly well but there 
were wide variations in the performance of shares. The 
first three companies were major beneficiaries of devalua- 
tion either through increased revenue from exports or the 
possession of large overseas assets. The other three are 
primarily domestic in character and were expected to 
suffer severely from the restriction of consumption forecast 
by the Government following devaluation. It is particularly 
noteworthy that over the period from November 15th, 
1967, to March 18th, 1968, there was little change in the 
general level of the equity market and it is cbvious that 
advantage might have been taken of such changes in the 
outlook if one had been possessed of a sufficient degree of 
prescience. 


ro. Similar examples could be chosen for otaer periods. 
Thus, the introduction of corporation tax had a profound 
effect on the market and in particular on those companies 
which: distributed a high proportion of the available 
earnings. The result is that many shares ~ property com- 
panies are a good example — have at the time of writing, 
still not recovered to the levels existing before tie introduc- 
tion of this tax. 


r1. It 1s perhaps obvious in the discussion to date that so 
far as short- and medium-term market movements are 
concerned, the only ‘aid’ is an intelligent interest in every 
matter that affects the world of industry and finance — and 
there is very little that does not. There are continuous 
outpourings of the printed word in the form of Government 
publications, the financial press and even the views of 
stockbrokers, but where in all this is one to find the truth 
even if the truth is hidden there? Let me say at once 
that there are no effective technical aids ~ or at least 
none that I know of ~ which will provide the investor 
with a reliable guide as to the ‘correct’ time to enter 
any market, whether it be equities, fixed interest, or 
even cash. 


12. Nevertheless, if an investment manage: is to make 
policy decisions of a short- or medium-term nature he 
must be as well informed as possible, and tne device of 
displaying information graphically in the form of the 
percentage change from a year ago is to be recommended 
as an aid in formulating such decisions. Much of the 
information is also of value in the tactical discussions 
involving fixed interest and equity stocks and will be 
discussed later. I am here concerned with the strategic 
decisions although it is inevitable that there should be 
some overlap. 


13. Knowing the needs of the type of fund with which 
he is dealing, the investment manager must decide how 
to implement his policy. Let us take the example of a 
pension fund where the liabilities are very distant (the 
majority of funds will not need to realize capital in the 
foreseeable future), but are indeterminate in amount. 
Although pension fund liabilities are expressed in money 
terms, one knows that because of inflation, salary scales 
will rise and liabilities will increase. It is obvious that 
investments such as ordinary shares and freehold property 
which are backed by real assets and tend to rise in value 
as money depreciates, are in general the most suitable 
type for such a fund and it is difficult to deny the logic 
of investing all of a pension fund’s assets in this way. 
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But this might not always be the Lest answer. We have 
also to consider the yield produced by the investments 
_and here I do not just mean the current dividend divided 

by the price. I am referring. to the concept of a ‘growth 
yield’ which takes into account the growth in income and 
capital over a future period. In the case of fixed interest 
stocks which have a final redemption date this yield is 
known as a ‘redemption yield’ which may be either gross 
or net according to the tax position of the investor, and 
the calculation is a relatively simple matter since in money 
terms everything is known. With ordinary shares and 
property, on the other hand, the future income and capital 
value is unknown and can only be estimated. For any 
single investment a long-term forecast is likely to be 
highly unreliable. For a group of, say, roo investments 
the degree of error is much reduced and we can with some 
confidence use the past as a guide to the future. The past 
— very broadly — shows that equity prices as a whole have 
moved upwards more or less in line with the rise in prices 
generally. What rate of inflation can we assume for the 
future or, more precisely, what rate of growth of dividends 
or earnings can we assume? Without going closely into 
the reasoning it is probably fair to assume a conservative 
rate of growth of 34 per cent per annum. Now it is a 
matter of simple calculation to show that an ordinary 
share which yields 4 per cent on the latest distribution and 
where the dividend will grow in perpetuity at a compound 
rate of 34 per cent per annum, will give a ‘growth yield’ 
of 4-+34 per cent, which it is clear is identical in value to 
that of an undated British Government stock with a 
running yield of 74 per cent. But one may wish to make 
different assumptions as to rate and duration of the growth 
and tables have been produced: to show ‘growth yields’ 
for a variety of assumptions on the same lines as the bond 
value tables referred to later in the ‘fixed interest ‘sections 
of this paper. However, when an investment is made for a 
limited period of time the actual return secured will depend 
largely on the selling price and the tax position of the 
investor. 


14. This leads to the concept of portfolio performance 
measurement which has taken, of recent years, an increasing 
amount of attention from investment managers. Although 
the idea is basically a very simple one, there has been no 
consensus of opinion on the best method of measurement. 
Perhaps there is no ‘best’ method and, indeed, it all depends 
on what one is attempting to measure. A board of directors, 
or the trustees of a pension fund or some equivalent body 
may have entrusted the management of the investments to 
an individual or group of individuals. It is pertinent for 
them to ask ‘How have the managers done?’ It is not suff- 
cient to say that the market value of the investments is 
greater than the cost or that the yield on the investments is 
_ greater than the average. Could the managers be reasonably 
expected to have done better? A description of the various 
methods employed would take much longer than my time 
allows but one may briefly consider the case of a mixed 
fund, that is, one with a proportion of both fixed interest 
and equity investments and which has a regular inflow of 
new money. Let us also assume that the governing body 
has laid down as a long-term policy a proportion of two- 
thirds equities and one-third fixed interest, but with no 
restriction as to the short-term policy to be adopted. The 
investment manager, therefore, has some freedom to vary 
these proportions as he sees fit. If he decides to invest 
heavily in fixed interest stocks at a time when the equity 
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marxet is in disorder and if subsequently, as happened 
over the period from November 1966, the equity market 
rises sharply while the fixed interest market reacts, his 
performance is bouad to suffer. This can be measured by 
assuming that the fund is regularly invested in the market 
in the approved proportions. The ‘market’ can be repre- 
sented by the published indices of fixed interest stocks and 
ordinary shares — the FT -Actuaries all share index and the 
index of twenty-year Government stocks are possible 
examples — and if the investment manager is unable to 
‘beaz the index’ there are questions to be answered. It 
is feir to say that it is not always as easy as one might 
suppose to beat the index, and even the best managed 
funcs are unsuccessful at times. But over a period of 
years, inability at least to keep up may indicate that 
something is lecking. 


1s. Despite the many influences that affect the movement 
of market prices a.great deal of work, much of it in the 
USA, has been done in attempting to explain the way in 
which prices move. Much of this work is of a highly 
technical nature as demonstrated by the title of some 
papers on the subject — ‘Brownian Motion in the Stock 
Maret’, “The Stable Paretian Hypothesis’ ~ which those 
who wish to investigate further may find in a collection of 
essays edited by Paul H. Cootner, published by the MIT 
Press of Cambridge, Massachusetts, and entitled The 
Random Character of Stock Market Prices. However, 
perhaps fortunately for the layman, no one has yet come 
up with an entirely satisfactory mechanical system for 
taking advantage of overall movements of market prices, 
even if such a thing exists. 


16. I will conclude this section by attempting to dis- 
tinguish between ‘long-term and ‘short-term policy, par- 
ticularly as between money values and real values. If 
there is any lesson to be learnt from history it is that the 
purchasing value of money is eroded over any prolonged 
pericd of time and that, so far, rates of interest, thought to 
be appropriate in different decades, have been subsequently 
found to kave been quite inadequate to have both given 
a faiz return on capital and maintained purchasing power. 
Real values, however, whether in the form of ordinary 
shares or property, have gone at least most of the way in 
achieving this object. The lesson surely is that contrary to 
earlier conceptions the risk element in fixed interest invest- 
ment is greater than in equities and that long-term policy 
should lean towards maximizing the equity element to the 
extent that it is pessible in relation to a fund’s money 
liabilities. So far as short-term policy is concerned, once 
the long-term has been agreed, wide swings as between 
different sections of the market certainly occur. The very 
astute can take advantage of these swings but it should not 
be fcrgotten that to be out of the equity market as a whole, 
with the intention cf returning, is speculating against the 
long-term trend and the odds are further loaded against 
you >y dealing costs. I have never had the nerve for this 
type of operation and have known very few cases when it 
has been so successful that the operator has returned to the 
market with a worth-while profit in relation to the risks 
involved. 


17. It is fair to add, however, that the possibilities of 
success in policy operations in the gilt-edged market are 
a great deal higher as the variables to be considered are 
fewer and rational analysis on the outlook for interest rates 
is an entirely justifiable exercise. 
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Aids to decision-taking on the selection, sale or 
exchange of specific investments 


(i) GILT-EDGED 


18. This section of my paper will be chiefly socal 
with aids and techniques devised to maximize the overall 
return on gilt-edged securities by a policy of active switch- 
ing between British Government stocks. These techniques 
can be extended to local authority and other allied securities. 


19. The range of gilt-edged investors is very wide: from 
the surtax payer seeking capital appreciation to the charity 
needing income, and from the discount house seeking a high 
return for a few days to the superannuation fund with a res- 
ponsibility to pay pensions in the twenty-first century. Fortu- 
nately, the choice of gilt-edged investments is equally wide 
so that each investor can select that combination of income, 
capital gain and term which suits his circumstances best. 


Yields 


20. It follows that a table of yields on gilt-edged securities 
is the aid which an investor or adviser will turn to first 
when comparing one stock with another. These tables are 
produced by many stockbrokers and a limited amount of 
data is given on the back page of The Financial Times. 
Yields may be calculated to allow for: 


(a) interest only; 
(b) interest and capital appreciation to maturity; 


(c) as (6) but allowing for income tax, surtax, capital 
gains tax and corporation tax as appropriate. 


21. For an institutional investor (6) or (c), the gross or net 
redemption yields, are the most relevant criteria, but the 
private investor is likely to be moze concerned with (a) the 
interest yield or, alternatively, with the absolute capital 
appreciation bearing in mind that certain British Govern- 
, ment securities are exempt frem long-term gains tax 
between their lowest issue price and par (the so-called 
‘neutral zone’). 


22. When the yield on a stock is not available it can be 
derived from bond value tables or, more fundamentally, 
from compound interest tables. 


Marketability 


23. Now the great virtue which gilt-edged stocks possess 
2s compared with other investments is their marketability: 
company debentures and unsecured loans (which are 
discussed in the following section} normally offer a 
substantially higher yield than gilt-edged and this margin 
is not primarily a reflection of the risk of default (which 
in a top-class prior charge issue is negligible), but rather 
because the investor in debentures and unsecured loans is 
making a permanent investment, whereas the investor in 
gilt-edged retained his freedom of action to a much greater 
extent. This is because: 


(a) gilt-edged stocks are exempt from stamp duty on 
transfer; 

(b) rates of Stock Exchange commission are more favour- 
able; 

(c) the Bank of England, acting in the market via the 
Government broker, stands ready to cushion the 
impact of large-scale buying and selling of gilt-edged. 


Changes in interest rates 
24. In some cases an investcr may justifiably make a 
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oa for- all purchase of gilt-edged stocks, but more 
frequently the acceptance of a relatively low ‘yield from 
gilt-edged (as compared with, say, a debenture) implies 
the need to take advantage of the marketability of his 
portfolio to make changes from time to time wen favour- 
able opportunities arise. 


25. Hence it is fundamental to the management of a gilt- 
edged portfolio to have a knowledge of how stocks fluctuate, 
and this can be usefully done in two ways: by examining 
the way in which the prices of different stocks change 1f 
yields generally move up or down, and by examining the 
way in which the yields on different stocks are affected if 
prices generally move up or down. The former topic may 
be called volatility and the latter performance, and they 
are discussed in turn. These concepts are relatively new 
and information on them will not normally be found in the 
financial press although some stockbrokers circulate, or 
can supply, information on the lines of the Gilt-edged 
Table on page 529. 


Vo/atility 


26. It is commonly held that the longer the life of a stock: 
the more it will change in price for a given change in 
interest rates, but this is not wholly true. It can quickly be 
seen from a book of bond value tables that coupon rates 
are also relevant and it is necessary to devise a measure 
of volatility; one such measure, known in some quarters 
as ‘term index’ has been defined as: 


‘the change in the price of a stock as a result of a change 
in the yield to redemption from £r per cent above to 
£1 per cent below the present gross redemption yield as 

a percentage of the current price’. 

27. In fact, volatility increases with life cor a given - 
coupon, but it also decreases as coupon increases for a 
given life (except for the quirk that very lonz-dated low 
coupon stocks such as Funding 34 per cent, 1999-2004 
are actually more volatile than undated issues such as 
War 3$ per cent). 


28. The practical relevance of this table is as an aid to 
making comparisons between stocks: it shows that an 
investor holding Exchequer 6} per cent 1972 (term index 

72), and anticipating an equal fall in the yield on that 
stock and on Transport 4 per cent 1972~77 (15-45), can 
double his prospective capital appreciation by switching 
into the latter. It also shows that a holding cf Transport 
3 per cent 1978-88 (26-01), can ‘go longer’ into Treasury 
5% per cent 2008-12 (27-69), and benefit hardly at all from 
an equal fall in the yield on those two stocks. Further- 
more, a portfolio consisting of equal cash investments of 
Exchequer DÄ per cent 1972 (7-72) and Treasury 5 per cent 
1986-89 (23:67) will behave in almost precisely the same 
way as one invested only in Exchequer 5 per cent 1976~78 
(15-71) (which has approximately the same term index 
as the average of that of the two other stocks), on a level 
overall change in interest rates. 


Performance 


29. The argument has so far been written m terms of a 
given overall change in interest rates and it is a simple 
matter to maximize appreciation by maximizing term 
index if.the investor’s expectation is, say, that all yields. 
will shortly fall by r per cent. However, in practice such 
an approach to investment policy is unfortunately altogether 
too simple. 
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30. On January rgth, 1968, an investor had, inter alia, a 
choice between four stocks: 


Gross Redemp- 
tion yield 
Price (per cent) 
eS ad 
Exchequer 6} per cent 1972 o4txd 713 8 
Savings 3 per cent 1965—75 ahd 7 8 o 
Funding 64 per cent 1985-87 924 sët 35 
War 34 per cent 1952 or after 49% Sg Tt 


31. The relationship between yield and time to maturity 
of gilt-edged stocks is called a yield curve and this topic is 
discussed later in the paper. For the present it is enough 
simply to say that on January rgth, 1958, the yield curve was 
sloping downwards (i.e. yields decreased with term), 
whereas on other occasions the curve slopes upwards 
(yields increase with term), and, quite frequently, there 
are times when yields are more or less constant irrespective 
of life. A moment’s thought will show that the pattern of 
yields at any time reflects the market’s expectation as to 
the future course of gilt-edged prices: when prices are 
expected to rise the more volatile stocks will clearly offer 


comparatively low yields and this was the situation that 


ruled in January of this year. 


32. Now the investor deciding how to arrange his port- 
- folio needs help in assessing whether the market’s expecta- 
tions are reasonable, or, more fundamentally, what in fact 
the market’s expectations are. At any moment in time then 
we may argue that an equal performance is expected from 
all stocks over, say, the next six months; this return will 
clearly be a combination of interest and capital appreciation 
(or depreciation). Columns A; B and C in the table opposite, 
headed ‘Break-even yields’, provide the basis for assessing 
` these market expectations. 


33. Column A assumes that the yield on War 34 per cent 
rises by ros per cent over six months; Column B that it 
remains unchanged and Column C that the yield falls by 
tos per cent. The yields on all other stocks are calculated 
on the assumption that they have given the same simple 
interest return as War Loan over the six months; A is 
pessimistic about prices, B is neutral and C is optimistic. 
War Loan is chosen because it is considered to be the 
bellwether of the market. Hence the market in January 


was discounting not one pattern of yields for July 1968,. 


but the yield curves represented by A (sloping steeply 
downwards), B (sloping slightly downwards), C (sloping 
upwards), and all the rest of the family of curves obtained 
by interpolation and extrapolation from A, B and C, 
including one which is more or less level at approximately 
£7 1s per cent. Thus, the balance of market forces in 
January 1968 which led to Exchequer 64 per cent 1972 
yielding £7 13s 8d per cent and War 3$ per cent £7 3s 11d 
per cent was in effect saying that investors would be 
indifferent between the two stocks around a £} Is per 
cent yield on both. The break-even tebles can be used in a 
number of ways and in particular: 


(i) if the implied market expectations do not agree with 
the investor’s expectations he should make a change in 
his investments now; 


_ (ii) the break-even yields between pairs of stocks may 

..°. be studied. If the market is indifferent between all 

_ ~ _ stocks at the £7 1s per cent level except for one stock 

= where the level is £6 17s 6d per cent or £7 5s per 

Cent, then there may be an argument that it is dear or 
cheap now. 
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34. In the gilt-edged market, as in all markets, coming 
events cast their shadow before: in January 1968 it was 
reasonably clear thet a pessimist should stick to Exchequer 
64 per cent 1972 {of the four stocks discussed), but an 
examination of prospects for the different sections of the 
market did nct make by any means a clear case for what 
migat superficially have been the obvious policy for an 
optimist of choosing the volatile War 34 per cent. 


Statistical records 


35. When a study of performance leads to a clear con- 
clusion that 2 particular sector of the market is to be 
chosen then little more analysis need be done before an 
investment is made or exchanged, but when, as seemed 
likely in January 1968, the various sectors of the market 
are expected to move more or less in line then the evidence 
of the pzst as to the relationships that have existed between 
stoczs becomes more relevant. 


36. The most familiar, and the most misleading, way of 
comparmg one stock with another is by considering the 
differences that have occurred in the past between their 
yields. In the previous section the investor in January 1968 
was seen to have a choice between Funding Gi per cent 
rq8c—87 ta yield £7 7s 5d per cent and Savings 3 per cent 
1g6s—75 to yield £7 8s gd per cent, i.e. ignoring expenses 
of dzaling, a switch from the former into the latter could 
have been made at a ‘gain’ in yield of 1s 4d. But Column C, 
opposite, tells us that the two stocks will have givén the 
same performance over the life of the switch if in July 1968 
Savings 3 per cent 1965—75 are sold to yield £6 5s rrd per 
cent and Funding 64 per cent bought to yield £6 135 11d 
per cent ~ a further ‘gain’ of 8s. Thus, there have been two 
‘pairs’ in yield but, by definition, no profit at all has been 
secured and in practice expenses have been incurred. 
Yields mav safely be compared only over short periods of 
time or between stocks of similar volatility: otherwise 
yield differences are only relevant if they are related to the 
level of zhe market at which they occurred. 


37. It is also a familiar concept to compare the difference 
between the prices of two stocks in ratio terms: it is 
superficially attractive to say that it is possible to buy an 
unusually large amount of Funding 64 per cent 1985-87 
per £10> of Savings 3 per cent 1965~75. But here again 
caution is necessary when comparing the current ratio 
with that occurring at a different market level or some 
time agc. Price and yield differences are kept by a number 
of stock>rokers specializing in gilt-edged and can usually 
be supplied on request. In certain cases they are published 
for privete circulation. 


38. The column headed ‘Average yield’ in the table 
provides a simple and quick way of getting an impression 
of whether a stock is offering an abnormal yield. These 
are kept on an exponentially smoothed basis, i.e. today’s 
average yield equals 96 per cent of the last average plus. 
4 per cent of today’s yield. Again, they cannot be used 
blincly ut they provide much of the information given 
by orthodox price and yield differences in a compact form. 


39. Finally, attention may be drawn to the concept of the 
yield curve, mentioned briefly above, and to the study of 
deviztions from it. A computer is used to ‘fit’ a curve to a 
relationship of yield, coupon rate and life to redemption. 
The theoretical position of each stock is called its curve 
value and this is compared with the actual gross redemp- 
tion yield on the stock and the difference (the deviation) is 
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compared week by week with the record of deviations for the 
stock. One or two stockbrokers provide this service and an 
excerpt from such a table is shown in Appendix 2. It will be 
noted that, for example, Electricity 34 per cent 1976-79 had 
a deviation of —2s gd on January 19th, 1968, compared with 
a range during the previous two years of Lar 2d and —1s 
rod so that the stock was clearly a possible candidate for sale. 


Conclusion 


40. The relatively low yields and good marketability of 
gilt-edged securities mean that an investor owes it to 
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himeslf to keep a gilt-edged portfolio under regular sur- 
veillance. Opportunities for profitable exchanges occur 
with some frequency, either as a result of major movements 
in interest rates or arising out of short-term market situa- 
tions and official open market operations. There is no one 
method of assessing switching positions which is universally 
valid and critical use should be made of all the available 
techniques, including several which it has not been possible 
to include in these notes, to attempt to assess the implica- 
tions of any proposed course of action or inaction. 


` (To be concluded.) 
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Topics of Professional Irterest from Other Countries 


UNITED STATES 


The Secret Letter to Wall Street 


S the Presidential election campaign entered its last 
month, candidate Richard Nixon went out of his way to 
throw doubt on the statement made in these columns (page 
308, September 7th issue) that the Securities and Exchange 
Commission gains strength from the absence of any 
. political element. A letter addressed by Mr Nixon to 
leaders of the investment community took issue with various 
controversial steps taken under the present administration. 
It castigated ‘bureaucratic domination’ of investment pro- 
_cesses and assured the reader that Mr Nixon would sharply 
change this attitude and the philosophy that it represented. 
Although framed as a private, man-to-man communica- 
tion (dubbed by some ‘the secret letter to Wall Street’), 
this message quickly stirred up a reaction that must have 
astonished the writer. Instead of cementing relations with 
a section of the electorate that was already almost embarras- 
singly friendly, the letter was torn apart as both an 
interference in stock-market affairs and an infringement of 
the prerogatives of one of the most prestigious regulatory 
agencies. 

Under SEC prodding, the New York Stock Exchange 
recently introduced reductions in brokers’ commissions 
and other reforms that will automatically go into effect 
before the end of this year. Mr Nixon’s present proposal 
for a ‘comprehensive, economic study’ of such matters 
comes too late to help those brokers wao feel that they will 
‘ be seriously affected by the changes ~ but too soon to 
escape the wrath of those who propounded them. 

It is also feared that another measure attacked in the 
letter — an attempt to legislate stronger controls over the 
sale of unit trusts — may now be forced through Congress 
by its supporters before an incoming administration has 
the chance to stop it. 

More complicated still are the repercussions of this letter 
in Government circles. A cherished dogma of the American 
Constitution is the need for checks and balances — speci- 


fically by the establishment of independent Courts and 
Commissions. In strict conformity with this precept, the 
SEC is made up of five commissioners each of whom is 
appointed — on a staggered time-table and with full security 
of tenure — for a long enough term to outlive any adminis- 
tratica. The chairman is named by the President but must 
be one cf the five commissioners. 

Thuis hemmed in, there is no way in which the President 
can bring about immediate changes in SEC policy or per- 
sonnel. Yet this was precisely what the letter seemed to 
offer. Some observers have suggested — presumably 
meaning to be charitable — that the candidate signed but did 
not write the letter. Whatever the explanation, American 
accouatants are likely to find their clients in the stock- 
mark=t wrestling with an added load of uncertainties during 
the weeks ahead. — From our United States Correspondent. 


Bir John L. Carey elected to Accounting 
Hall of Fame 


R JOHN L. CAREY, administrative vice-president 

of the American Institute of Certified Public Account- 

ants, has been elected to the Accounting Hall of Fame, 

estab-:shed in 1950 by Ohio State University to honour 

accountants in North America who have contributed 

signifizantly to the advancement of accounting since 1900. 

Mr Carey, well known as director of the American 

Institute for a long period prior to his present appointment, 
is the first non-CPA to be honoured in this way. 


CANADA 


Television in Canadian institute’s 
Computer Courses 


HIS month saw the start by the Canadian Institute of 
ccmp ter courses using a new audio/visual technique 
that will make available to members in all parts of the 
country the very best computer instruction. The key is 
video-tape, which, reinforced with classroom activity, is 
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believed to be a unique approach in education in Canada 
and in other countries. 

Course I on computer concepts began earlier thts month 
and Course II on control and audit will be given early in 
November. Each course is limited to 25 persons for five 
days, permitting easy discussion and personal attention. 
According to Mr Gordon Cowperthwaite, F.c.a., chairman 
of the Institute’s Computer Committee, Ge aim is to make 
the courses flexible for fitting into busy schedules, video- 
tape providing equally for availability to members in all 
centres. 

Course I aims to break down the psychologica. barriers 
surrounding the computer. Course II siould enable the 
chartered accountant to evaluate internal control and 
effectively audit a medium-sized, computer-based system 
when complemented by on-the-job experience. The courses 
follow from the recommendations in the report of the 
Institute’s Computer Committee published in August 
1967. 

They are in both French and English, and the Canadian 
Institute feels that they would be valuable to accounting 
bodies in the United States, England, Scotland, Belgium, 
South Africa, Australia and New Zealand. They can be 
kept up to date quite easily by inserting new video-tape 
clips. Canadian universities have already expressed interest, 
especially in Quebec, where the courses were produced to 
provide for the special needs of members and students. 


INDIA 





The Future of the Profession 


T the instigation of the Indian Government a joint 
committee of members of The Institute of Chartered 
Accountants in India and The Institute of Cost and Works 
Accountants in India was set up in 1966 to consider the 
future of the accountancy profession. ‘Their report has now 
been submitted to the Government and the Councils of the 
two bodies, and their recommendations are of particular 
interest at a time when the question of integration is so much 
to the fore in Britain. 

Starting from the point that accountancy im all its 
branches is an indivisible profession and should therefore 
be regulated by a single body, it is made clear that the 
scheme proposed is intended to be full and complete, so that 
there can be no question of any new statutory body being 
formed in the future dealing with any particular aspect of 
an accountant’s work. It is intended that the chartered 
accountant in India shall be one on whom every section of 
society can completely rely, and in this way the whole 
community will benefit. It is considered that only chartered 
accountants and lawyers should be recognized as eligible 
to carry on tax practice. 

The implementation of the scheme wili necessitate many 
alterations and modifications in the present system. First 


and foremost a high standard of general education and ` 


training must be enforced, involving revision of the exami- 
nation syllabuses. In addition to compulsory papers on 
basic accountancy subjects, it is proposed that at the final 


examination stage there should be three optional groups . 


offering the student a chance of specialization in tae branch 
‘of accountancy which particularly appeals to him. Appren- 
ticeship to a practising accountant is regarded as the best 
method of practical training, and it is suggested that a 
panel of three or four members of the Council of the 
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integrated body should keep staff training problems under 
constant review and give general guidance. The idea of a 
two-tier qualification is rejected, as is also the introduction 
of any post-qualification diplomas. 

Postal tuition has been provided by both bodies in the 
past, and in view of the expanse of the country it was felt 
that this should be continued. In the five regional head- 
quarters oral tuition should be available. 

The marked disparity between the number of registered 
students and the number who eventually qualify as members 
of the ICWA in India is noted. It is also recognized that the 
number of members of that Institute and those who would 
eventually qualify to become members of the integrated 
body without obtaining any experience in an accountant’s 
office is too small to constitute a danger. 

With integration, The Institute of Cost and Works 
Accountants of India will be dissolved and tke integrated 
body will be known as The Institute of Chartered Account- 
ants of India, no person other than a member being permitted 
to use the designation “chartered accountant’. 

It is proposed that the headquarters of the rew Institute 
shall be located at New Delhi, that the central council shall 
consist cf 33 members, of whom 27 should be elected by 
members of the Institute, three appointed by the Council 
and three nominated by the Government. For a period of 
six years at least six of the elected members should be 
members of the former ICWA. 

The report is accompanied by a note of dissent signed by 
five members of the committee and by the observations of 
the signatories of the majority report on the arguments of 
the dissenters. The objectors differ fundamentally from the 
majority in that they regard the existence of the two 
Institutes as the best means of advancing the interests of - 
the profession and of the community and, moreover, they 
are of the opinion that present members of the ICWA will 
be regarded as ‘second grade’ members of the unified body. 
In their reply the committee point out that these and all 
their other criticisms are met and dealt with in the majority 
report, 


New President of Indian Institute 
T the recent annual meeting of The Institute of Char- 
tered Accountants of India, Mr R. Venkatesan, F.C.A. 
(India), of Madras, was elected President of the Institute, 
and Mr H. B. Dhondy, F.a.c. (India), of Bombay, was 
elected vice-president for the year 1968-69. 


LEBANON 


Middle East Society of Associated Accountants 
T the recent annual general meeting of The Middle East 
Society of Associated Accountants, Mr Fuad S. Saba, 
B.COM., F.A.C.C.A., was re-elected President o the Society 
for 1968-69. Other officers elected to the Council for the 
ensuing vear are: 


Vice-President: Mr Alexander N. Siman, s.c.F. 


Secretary: Mr Fauzi F. Saba, D.B.A., c.P.a.(Va.), Box 6972, ` 
Beirut. 


Treasurer: Mr Mohamed A. Douaidy, A.C.W.A. 


Messrs William S. Mitri, F.A.A., Nihad N. Ibrahim-Pasha, 
PH.D., Henry A. Helou, a.a.c.c.a., George S. Aweida, 
F.A.A., and Joseph E. Chiche, F.A.A. 
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MANAGEMENT INFORMATION 


Motivating 
Managers 


HE process of management is concerned witn persuad- 

ing other people within the organization to carry out 
certain prescribed courses of action, and moreover, courses 
of action which will lead to the attainment of a common 
corporate objective. At long last it is being recognized — 
particularly in Britain — that the orientation of management 
effort at all levels towards a defined ccrporate objective and 
the devising of a management structure to control manage- 
ment activities and provide the stimulus to their pursuit, is 
central to the management process of any business. 

The problem of motivating managers, and particularly the 
way motivation integrates into the overall management 
process, was discussed in an admirable article by George 
Cyriax in the June bh issue of The Financial Times. It 
was there argued that the problems of motivation: vary with 
the level of management affected. Three levels were 
distinguished: l 

(a) Top management, where overcoming the disincentive 
effects of the UK tax system may be the most 
important factor. 

(b) Middle management, where the organizational 
structure and a sense of involvement are more 
important. 

(c) Junior management, where designing the right 
pattern of promotion prospects and reward for effort 
may be more important. 

Obviously these are not well defined categories but merely 
reflect the changing outlook of a manager as he ascends the 
ladder of success. 


Taxation 


Up to an earnings level of around £5,000 per annum, 
British executives are not taxed at signiñcantly different 
levels from their counterparts on the Continent or in the 
USA. The real danger is the effect of the rapid progression 
of surtax rates up to an overall tax burden in excess of go 
per cent of marginal income. To this one might also add 
the disincentive effect of high tax on income from savings, 
which at present could be of the order of 115 per cent of 
such income. It should never be lost sight of that it is what 
one can do with earnings rather than the earnings them- 
selves which are important to the individual manager. 

_ The individual manager/company relationship will affect 
the motivation of managers in two spheres. First is the 
effect of the standard of business organization in terms of 
clear-cut objectives and clear-cut relationships between 
individuals in the management hierarchy. Unless this pre- 
requisite is met, the various sources of satisfaction which a 
manager draws upon, such as pay and conditions, are likely 
to be frustrated as motivating factors. 

Top management has a primary duty to the business they 
serve to provide a rational, clearly defined set of objectives 
for the business which can be communicated to all levels of 
management, and can be understood and accepted by them 
as feasible. 
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Within this essential framework of organization and 
objectives, consideration must be given to the individual 
aspects of their job which motivate managers. Here Mr 
Cyriax gave the result of some 1,753 observations made by 
US -esearchers in large organizations in the chart shown 
at th foot of this cclumn. 

It must be borne in mind that this was a US survey and 
there may be differences in view and emphasis between the 
UK and the US. The low placing of salary and security are 
outstanding. That -his may be modified in the UK is 
evidenced by the recent survey carried out by Shell which 
tend2d to show that salary was the most important factor. 


Managing by objectives 


The high rating given in the survey to ‘achievement’ and 
‘recognition’ as motivating factors is a lead to a perhaps 
more positive approach, using motivation as a means of 
achieving the objectives of the business and providing a 
stimulus tc management at all levels. This could follow a 
pattern such as the following: 


(a ‘The board of directors set the company objective in 
terms of volume of capital employed and desired level 
of profitability. This must be acceptable to the board 
and shareholders as reasonable. l 

(b) The board must set out a corporate structure which is 
designed to achieve the objective. 

(c) The board, in conjunction with other levels of 
management, will set down the means by which the 
central objective of the company will be achieved. 

(d Each manager’s task in relation to the company’s 
targe- level of profitability and the means by which it 
is to be achieved, must be defined and a clearly 
established set of targets — agreeable to the manager 
as being feasible — set down. As far as possible this 
should be done in such a way that the manager 
knows how his performance will influence the overall 
company performance. 

(e) Each manager must be permitted to get on with his 
job within the framework of his targets as set out in 
(d) above and receive recognition for the results that 
he achieves. This will necessitate a fine balance being 
drawa between the freedom of the manager to ‘get on 
with the job’ and the responsibility of top manage- 
ment for the business as a whole which will require 
some method of monitoring results. 


WHAT MOTIVATES MANAGERS 
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Source: The Financial Times, June rrth, 1968. 
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Reviews 


A Total Systems Approach to 
Management Contro! 


by PauL M. STOKES. 


American Management Association, New York. Bailey 
Bros & Swinfen Ltd, Folkestone, Kent. 715. 


The author of this book hes spent considerable time in 
instructing business managers on the subject of control 
techniques. What he has writter. here is based upon this 
work. 

There are many books about management controls on 
the one hand and decision-making on the other; what is 
essential is that new ones do not merely repeat the acknowl- 
edged truths. The new approach in this book is the concept 
that the control areas are not just the physical (production) 
and the accounting (financial) areas but also include customer 
relations, employee relations, shareholder relations and 
government relations — areas which are obviously not 
susceptible to exact control. The autkor sets out ‘key 
indicators’ for each of these which are far more precise 
than one would have conceived and this is a major reason 
for reading the book. It is written in non-technical language 
without ever becoming condescending. 

An appendix showing frequency of tests on a chart bears 
a distinct similarity to an audit programme. 


The Meaning of Investment in an Age 
of Plenty 


by Louis GINSBURG, M.A., F.F.A. 
George G. Harrap & Co Ltd. London. 35s. 


For many readers the main interest in this work will lie 
in what the author (investment manager of a large life 
assurance company), has to say about such matters and the 
extent to which his views can help the private investor 
pursue a rational investment policy. 

The author opens with a review of recent economic 
policy, he then considers the role of the national debt and 
Government stock in the markets and the economy. Then 
comes a review of fixed interest investment, such as deben- 
tures and preference stocks, whil an examination of equity 
share investment is followed by a survey of 14 major indus- 
tries in terms of their investmen: potential. 

A short review of property as an investment medium is 
followed by a description of the major financial institutions 
and their: role in investment, while a final section deals 
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with the various types of investor, such as institutional 
funds, unit trusts and, of course, the private investor. This 
is primarily a book for students taking their final examina- 
tions, not least because of the way in which the author sets 
the specific topics of investment against the bacxcloth of the 
modern economy. At the same time the more sophisticated 
investor will find quite a lot to mull over in these pages. 


Technological Forecasting in 
Perspective 


by Erick JANTSCH. 


Organization for European Co-operation and Development. 
HMSO ce ód. 


It is one of the misfortunes of the British economy that the 
technological revolution about which so much has been 
said and written is still in its infancy. What is certain, 
however, is that with the rapid development of technological 
techniques, the choice between different methods becomes 
increasingly difficult. Furthermore, costs are enormous 
and inevitably the Government has a major role to play in 
determining the choice of techniques and the pace at which 
they are implemented. But the success which attends the 
Government’s intervention in this rapidly developing 
field of applied science depends largely on the methods of 
appraisal used. l 

These appraisal techniques, as this study by Dr Jantsch, 
consultant to the OECD shows, are mostly in their early 
stages of development and, as with so much else in the 
technological field, the pre-eminence of the US research 
and application is marked. 

Technological forecasting is the probabilistiz assessment 
of future technology transfer. It is concerned with assessing 
the time-span required for the development of new tech- 
niques, the costs of development, the technical or functional 
capability of the new technique, its impact upon production 
techniques and costs in both the financial as well as socio- 
economic fields. Thirty years ago the subject was hardly 
known. The Second World War gave it a fillip by the 
development of techniques such as operational research 
and similar probabilistic methods of analysis, and by the 
post-war evolution of the computer. 

For any accountant with a modicum of mathematical 
competence and an interest in technological evolution, 
this is a fascinating book. There will undoubtedly be some 
readers who find themselves recalling Orwell’s r984 in the 
implications of Dr Jantsch’s fascinating subject. Like it or 
not, however, these tremendous developments in rational 
decision-making at the highest level are here to stay. 


Value Analysis: The Rewarding Infection 
by Jons F. A. GIBSON, B.Sc. 
Pergamon Press Ltd, Oxford. Paperback ars. 


This is a useful introductory book, written by an engineer, 
for all those interested in the most efficient way to satisfy 
customers in industry. It deals with the comparatively new 
science of value analysis, independent of fundamental 
accounting functions because it precedes the normal 
accounting processes. 

Accountants will be quick, however, to realize that this 
is a most helpful philosophy because it sets aside the 
problem of the ‘equal alternative’ which cost accountants 


THE 
534 


often find difficult when asked to advise. Only the engineer 
can, in fact, say whether one part will adequately replace 
another in all respects — and sometimes not even his 
judgement is faultless. 

This is a clear, useful and sometimes amusing little book 
on a subject not often fully comprehended. 


SHORTER NOTICES 


PRINCIPLES AND PRACTICE OF AUDITING, second edition, by 
Ian R. Taylor, B.L., M.COM., GA, aad Leon Kritzinger, 
c.A.(S.A.). Juta & Co Ltd, Cape Town. This, primarily 
written for accountancy students of South African univer- 
sities, is an introductory text on the subject of auditing. It 
follows the same lines as most English textbooks on the 
subject but the example of an audit programme tends to be 
a static, rather than the modern dynamic approach to 
auditing, though the procedural flow-chart of an accounts 
payable system is a good illustration of the recent develop- 
ment of flow-charting systems. 


NATIONAL INCOME AND SOCIAL ACCOUNTING, third edition 
by Harold C, Edey, Alan T. Peacock ard Ronald A. Cooper. 
Hutchinson University Library, London. Hard cover 
27s 6d, paperback 11s 6d. In the eigat years which have 
elapsed since publication of the second edition there have 
been substantial changes in the reliability as well as the 
volume of economic and financial statistics. This third 
edition incorporates considerable changes from the earlier 
editions, in particular in the discussion of the use of 
national accounts for economic policy purposes. 
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PALMER’s COMPANY Law, twenty-first edition, by Clive M. 
Schmitthoff and James H. Thompson. cxxviii +1556 pp. 
Lo “6, Stevers & Sons. £9 17s 6d. 

SOLVING THE PROBLEMS OF RETIREMENT, edited by Dr H. Eric 
Wright. :08 pp. 9 X 54. Institute of Directors. Paperback 
ais. 

THE SPEECH WRITING GuIDE, by James J. Welsh. xii+128 
pp. 9x6. John Wiley & Sons. Dos, 

THE ADMINISTRATION OF Estates, by T. G. Matthews. 107 
pp. 84x s$. Butterworth Paperback, 18s. 

THE LAw RELATING TO BANKING, by T. G. Reeday. xxx +432 
54 54. Butterworth, hard cover so, paperback, 36s. 

PROGRAMMED BOOK-KEEPING AND ACCOUNTS: A COURSE FOR 
FIFST-YEAR STUDENTS, by K. N. Arnold and R. A. 
Etheridge. 11-5 X 8. Pergamon Press. 30s. 

INTRODUCING Statistics, by Hyman Alterman. 
oX 5%. Feber. 42s. 

INTRODUCTION TO COMPUTERS, by Keith London. 265 pp. 
Qo X54. Feber. gos. l 

FINANCE OF FOREIGN TRADE AND FOREIGN EXCHANGE, by 
D. P. Whiting. viii -+248 pp., 84 x 54. Macdonald & Evans, 
255. 

GETTING AND SPENDING, third edition, by John Ward 
Roche and Gomer Rhidian James. xii+260 pp., 83x 54. 
Longmans, Green, paperback 12s 6d. 

AUDITING, third edition, by Ronald A. Irish. xii +665 pp. 
94x6. Law Book Co, Australia, $6.80; Sweet & Maxwell, 
758 


256 pp. 


These books may be obtained from, or through, Gee & Co 
(Publizhers) Limited, The City Library, rer Strand, London WCa, 
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Property mergers 


CCORDING to current forecasts the property industry 

is due for a period of rationalization via mergers. 

The merger of the Land Securities and City Centre 

property groups, involving balance sheet assets of over 

300 million, is an extreme and in many respects excep- 

tional operation, but the power of one major merger very 
often forces smaller companies to get together. 

The renewal of the merger trend, however, was discern- 
ible well before the Land Securities-City Centre operation 
came on the scene. There was a merger movement im- 
mediately on the introduction of cozporation tax but it 
tended to fade. Some property companies favoured liquida- 
tion instead of mergers, but both liquidation and mergers 


point to the undoubted fact that the property industry, 
whick. was at ane time fair play for profit for a host of 
relatively small companies, is becoming more and more a 
high] professional and increasingly specialized sphere. 

Mcst of the leading property development companies 
are now extremely selective when considering new projects 
and bave also taken action to sell off property investments 
not up to worth-while earning standard. ‘There have been 
some ‘off the record’ expressions of surprise at the prices 
that such properties have fetched. 


‘At this stage’ 


What the properties of Oddenino’s Property and Invest- 
ment Co Ltd, whose accounts are the subject of this week’s 
reprint, would fetch sa matter which the directors are not 
immediately prepared to indicate. In their report the 
directors simply state that they are ‘of the opinion that the 
present market value of the group’s freehold and leasehold 
properties {and theiz contents) is significantly higher in 
total than their book value. It would not, however, be 
pract:cable to indicate the amount of any such excess of 
market value without professional valuations of the pro- 
perties and the directors do not consider that the expense 
of such a course would be justified at this stage.’ 

There were, however, ‘no significant changes in group 
fixed assets during the year other than as a result of the 
effects of devaluation on the sterling value of the United 
States properties and continuing development work in the 
normal course cf business.’ 

Amplifying the statement in the directors’ report, the 
chairman, Mr Instone Bloomfield, comments in his review 
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that Ee Nib ee the very conservative SHOENING = PROPERTY ANG INVESTMENT 
approach we have always adopted -n valuing your properties COMPANY LIMITED AND ITS SUBSIDIARIES 
and these are shown at a figure which is very substantially Rea Tere eerie ge eee ee een ae 
below what is, in my opinion, their curreit market value.’ FOR THE YEAR ENDED 31st MARCH, 1968 
It has always been the board’s policy wken a property is 
fully financed ‘to leave the equity value in the accounts at TN WEE 
e ores 
its book figure’. Mr Bloomfield adds that, although the | Profit before Taxation.............. Se? 422 425 
board does ‘not consider it appropriate to make a revaluation | Toon on the profit for the year...... as a, 
at this stage’, he is satisfied that when it is made ‘there will | Prefit after Taxation .............. D 197 218 
D D D raysier CO Casi TESETYQ eee e ew eaees 
be a very substantially increased capital reserve’. i i = 
121 146 
Balence of unappropriated profits brought 
Spread : forward DEELER 132 135 
; e ei 18 — 
The Oddenino’s company has spread the property risk "TTT Piss mea 
rt gar 150 135 
by going into the US market, the Australian market, | puss: ee 
Canada and Europe and has chosen a trading operation in VIOUS years Losses esses eee. err E a 
the hotel business. But the basis is investment in land and SE Ze 
buildings — “good well-chosen property never goes down’. 259 307 
The European and Canadian operations are in their early Gress dividends paid or proposed: : : 
stages but the chairman mentions two office development Crdinary—-On 3,420,194 Shares (4967 
projects — one in each area — for which negotiations are “SON 5,081,250 SHAPES) sesers se.. Tg 190 
almost complete. si gn 131 193 
Note 1 to the accounts shows the geographical and trading Wee Ss 
split of turnover and profits and a similar split on assets 131 175 
would have been helpful. The US operation is effectively | Uneppropriated profits carried forward 5 128 132 
the major earner of profits but the profit potential probably Wen = 
lies in the hotels division which covers the company’s The Notes on pages [536 to 538] form part of these accounts 
ODDENINO’S PROPERTY AND INVESTMENT 
COMPANY LIMITED AND ITS SUBSIDIARIES . 
CONSOLIDATED BALANCE SHEET AS AT. 31st MARCH, 1968 
1368 1967 1968 1967 
Note: £000 ` £0co £000 £000 Notes £000 £000 | £000 £000 
Fixed Assets au 6 21,599 19,752 Ordinary Shareholders 
Associated Company en 7 142 169 Cirrdinary share capital ee 1,270 1,270 
Subsidiary not Consolidated........ 8 1 Capital reserves 12 
Share premium ..... aer rere es 804 810 
Current Assets - 
General Gite Mee e ‘ 959 714 
Le, EE 9 141 145 
Revenue reserve `... è 132 
NI censat ninuno tana ews 758 699 —— 3,161 mee 2,926 
DC DOSED EEN 129 70 Preference Shareholders .......... 50 50 
er, EEN 50 40 Se Secured Loans ..........c cece ceees 13 16,864 14,586 
1,978 | —— 4 
Ge Se 20,075 17,562 
Ke D RER eebe) sbb 
Less: Current Liabilities 
INSTONE BLOOMFIELD, Director 
Creditors EE 797 965 ARNOLD I. MILLER, Director 
EE 485 326 
Mortgages due within one year men 380 
Bank overdrafts `... 10 1,158 695 
Proposed dividend .......... 128 190 
2,568 2,556 
20,252 17,629 
Intangible Assets 
Goodwill on consolidation ........4¢ 81 SU 
Deferred revenue expenditure ..... . 11 4% 57 
Minority shareholders ..........0005 105 75 
oe 228. eS 
20,480 17,842 
Less: Overseas Tax Equalisation ., 405 280 
20,075 17,562 


Esseg Sa 


The Notes on pages [536 to 53B] form part of these accounts 
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three London hotels — The Royal Garden Hotel, The White 
House and the Athenaeum Court. 

The Royal Garden was only in its second full year of 
operation during the period covered by the accounts under 
review and reading between the lines of the chairman’s 
statement shareholders may get the impression that the 
hotel should contribute profits this year. Meanwhile ‘a new 
hotel in the middle price range is under study’, although 
the chairman does not wish to say more at this stage. 


At what stage ? 


Reorganization of the hotel division and expansion of 
overseas activities made the separation of administrative 
responsibilities necessary at board level. Consequently a 
subsidiary called The Oddenino Organization Ltd was 
reactivitated and is responsible for maintaining liaison 
between other companies within the group. It will also 
‘establish policy and standardize procedures wherever 
possible in all matters which affect the organization as a 
whole’. 

The Oddenino’s group has been one of the most aggres- 
sive of UK property organizations in its overseas develop- 
ment policy and successful operations abroad have certainly 
forged goodwill in the shape of skill and expertise. There 
is no doubt scope to trade on this goodwill in any future 
expansion, 

While it may be tantalizing for shareholders in the com- 
pany to be told that properties stand in the books at ‘very 
substantially below’ current market values and that a 
revaluation would show a value ‘significantly higher’ than 
book values, there may be something to be said for the 
board’s view that at this stage a professional valuation 
would be an unjustifiable expense. 

But just what there is about ‘this stage’ that makes the 
expense of a professional valuation unjustified shareholders 
are not told. At what stage will the expense be justified in 
a company of continuing development? 


GUS Turnover 


HERE is some good coming out cf the 1967 Companies 
Act in so far as the Act has obliged some hitherto bash- 
ful — or just plain obstinate — companies te publish turnover 
figures. For years many people have wanted to know the 
annual turnover of the Great Universal Stores crganization 
and it has taken the 1967 Act to bring out the figures. 
GUS’s report for the year to last March puts total turn- 
over outside the group at {357,074,000 made up of retail 
£,281,776,000; manufacturing, mezchanting, wholesale, 
export and travel £,42,907,000 and overseas (mainly retail) 
£,32,391,000. Pre-tax profits in the three respective divisions 
were £33,575,000, £3,788,000 and £3,982,000. The manu- 
facturing, merchanting, wholesale, export and travel profit 
of £3,788,000 includes profits on inter-group sales of 
£24,115,000 not included in the external turnover figures. 
Another 1967 Act point to bring information in the GUS 
accounts is the obligation on the board to give an indication 
of asset values. Freehold and leasehold properties with 
over ten years to run were professionally valued as at March 
31st, 1965, and showed a surplus of more than {40 million 
on book values. The new values have not been written 
into the accounts and ‘the directors have been professionally 
advised that the properties held at March 31st, 1968, have 
a market value in excess of the book value of at least £40 
million’. The properties stand in the balance sheet at 
just over £45 million. 


ODDENINO’S PROPERTY AND INVESTMENT ^ 
COMPANY LIMITED AND ITS SUBSIDIARIES 


NOTES ON THE ACCOUNTS 
FOR THE YEAR ENDED 31st MARCH, 1968 


1967 
£000 


1968 
£000 


The profit before taxation has been arrived at after charging and (crediting) the following: 


3. Profit before Taxation 


Profit 

{loss} 

before 
taxation 


1. Analysis of Turnover and Profit before Taxation 


Depreciation, amortisation and provision tor the renewal of tixed plant 


£000 


Turnover 
£000 


208 


230 


and equipment 5 cask Seve acaws ae eee ena EE 


Property lettings: 


Fees of directors of the parent company (including £3,200 in respect of the 
chairman) . Seege eg ge EEN 


1,059 


United Kingdom group ... 


222 


1,346 


United States subsidiary ... 


Deferred revenue expenditure in connection with the Royal Garden Hotel 


Australian group Cé RENE sd e Se betaine ee EEN 


14 


{ns 


14 


OR ON 


17 


54 
2,537 


Interest: 


Hotel group (see note 2)... ccc ces cece cen erect nese rencnnesnsenoens 


Payable on bank loans and overdrafts and on other loans repayable within 


205 


five years.......... 
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Payable: on- Other Zen gege eege Ee Eeer e Eet eau e eden eens 


Add: Minorities’ share of Royal Garden Hotel Joss... 


(2) 


(12) 


Receivable EE 


Amount equivalent to the estimated interest attributable to 


(57) 


(70) 


properties 


in course of development ...... 


NOTE: Overseas income earned before the devaluation of sterling has been converted at the fixed rates o 
U.S. $2.80 -= £1 and AS$2,50 = £1 and after at U.S, $2.40 = £1 and A$2.15 = £i. 


Auditors’ remuneration including expenses 


2. Royal Garden Hotel 


Provision for the depreciation of freehold buildings in the United States has been made in these accounts 


on a sinking fund basis by reference to their estimated economic lives. 


October 19th, 1968 


No provision has been made for depreciation of freehold properties in the United Kingdom. 


eis, therefore, a contingent liability to the extent, (ang, that the rent as 


finally computed. Ther 
iis short of the final figure. 


The accounts include a provisional charge in respect of the rent of the Royal Garden Hotel which has not 
yet been 
provided fa 
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CITY NOTES 


HE break in equity markets has finally come with a 
D Aa fall in the index to a level which might still lead 
to decisions to sell ‘dear’ rather than decisions to buy 
‘cheap’ stock. Just how far the market is to fall is now the 
great debating point and the bottom end of the debating 
figure is in the region of 430-440 for The Financial Times 
index. 

That possibility may in time lead to a ‘sweat it out’ view 
but, in the interim, there may well be a further move to 
take remaining profits, particularly as profits move into 
the long-term gains tax bracket. However, there are still 
comforting forecasts of ‘600 for the index’ within two or 
three years. That kind of forecast could well prove to have 
substance in it but forecasting on such a basis merely has 
the attribute of deferring immediate decisions. 

The break in the market has turned on the simple fact 
that equity prices had been discounting too much too soon 
and that prices were too tempting for profit takers to resist. 
Lately some of the ultra growth shares have been hit hard, 
despite the announcement of profit figures which ordinarily 
would have proved quite brilliant. Lesney is a case in 
point where more than double half-year profits saw the 
shares falling heavily. 

When doubled profits are dubbed ‘disappointing’ the 
market is far too high. 


ky * * * 


HE Companies General Annual Report for 1967 shows 
p KAS 31,292 new companies were registered during the 
year — an increase of about 3,000 on 1966. Nearly all the 
registrations were of private companies. The total number 
of companies on the register now exceeds 560,000, of which 
more than 553,000 are private concerns. During the year 
17,751 companies were dissolved or struck off the register 
and winding-up proceedings were begun in 8,869 cases, 
of which 1,280 were compulsory liquidations. The Com- 


panies Registration Office received some 1,268,000 docu- 
ments for filing during the year and there were some 
1,103,600 public inspections of files — considerably more 
than double the number ten years ago. 


* Ka * * 


Rb current spate of new issues has come on the market 
at a time when existing shares are under pressure and 
some recent operations have not been conspicuously 
successful. The much criticized offer for sale by tender is 
still being used by a number of issuing houses despite 
the belief, held in some quarters, that this form of marketing 
has outlived its usefulness. Just how this conclusion is 
reached it is difficult to appreciate. Simply because an 
offer by tender does not throw up an automatic premium 
on the market does not necessarily mean that the system 
itself is useless. What is needed is a revision of the system 
so that an offer for sale by tender is, in fact, an offer by 
tender and not some kind of loss-protected lottery. 


Ze * Ka * 


T will be interesting to see unit trust reaction to the stock- 

market setback. During most of this year unit trust man- 
agements have used the bull market in equities in the natural 
way. They have used a rising market to introduce new unit 
trusts and to make round after round of block offers of 
existing trusts. Nothing succeeds like success and when 
unit trusts can point to sound growth records, then, 
obviously, that is the time when they can sell more units. 
Now that the market has broken, unit trusts may find new 
buyers of units less anxious to commit their funds even 
indirectly to the equity market. Last week one unit trust 
offer had to be withdrawn because of the market fall and 
managements may have to go carefully for a time — at least 
until the market shows a tendency to level out. 


RATES AND PRICES 


Closing prices, Tuesday, October 15th, 1968 


Tax Reserve Certificates: (28.8.68) Companies 48% ; 
3% surrendered for cash; Personal 4% 


Bank Rate 
Jan. 26, 1967 .. .. 64% Nov. 9, 1967 .- 63% 
Mar. 16, 1967 » 6% Nov. 18, 1967 .. 8% 
May 4, 1967 54% March 21, 1968 , w 78% 
Oct. 19, 1967 6% Sept. 19, 1968 .. da To 
Treasury Bills 
Aug o .. £6 18s 6:27d% Sept. 13 .. £6 17s 2°43d% 
Aug. 16 .. £6 18s 1°79d% Sept.20 .. £6 12s 1°75d% 
Aug. 23 .. £6 19s o-42d% Sept.27... £6 115 6°52d% 
Aug. 30 .. £6 18s 10°73d% Okt, A .. £6 10s 9°56d% 
Sept.6 .. £6 18s 799d% Oct.11 .. £6 10s 6°79d% 
Money Rates 
Day to day 5%6%;% Bank Bills 
7 days kb 568% 2 months 64-7% 
Fine Trade Bills 3 months 6#-7% 
3 months 8-84% 4 months 643-7% 
4 months 8-82% 6 months 6#-7% 
6 months 8-9% 


Foreign Exchanges 
New York .. 2°38 Frankfurt 9°51 # 
Montreal 2°56 44 Milan 14894 
Amsterdam 8:704} Oslo A 17°05? 
Brussels 120°254 Paris Wi ob 11'872% 
Copenhagen 1792$ Zürich 10°25 $i 
Gilt-edged 
Consols 4% 53$ Funding 6% 1993 Sr A 
Consols 24% 33% Savings 3% 60-70 .. GE: 
Conversion 34% 464 Savings 3% 65-75 .. 75 tt 


Conversion 5% 197 T 92 % Treasury 64% 1976 963 


Conversion 54% 1974 ` oi? Treasury 34% 77-80 72% 
Conversion 6% 1972 954 Treasury 34% 79-81 692 
Funding 33% 99-04 5215 Treasury 5% 86-89 722% 
Funding 4% 60-90 945 Treasury 54% o8-12 gab 
Funding 54% 78-80 83 ig Treasury 2}% ep 33 

Funding 5$% 82-84 8274; Victory 4%.. d 984 
Funding 5ł% 87-91 79% War Loan 33% 47% 
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Animated Decimal Currency Converter 


WHILST there are likely to be a great number of aids becom- 
ing available soon to help both the businessman and the 
housewife cope with decimal currency, a remarkable card 
calculator has recently been produced by P. F. Bingham 
(Display Materials) Ltd. It consists of a card only 3 x2 in. 
in size on which is printed new pence in half-pence steps 
from 4 to 100 (£1). When the card is tilted slightly the new 
pence vanish from view and an approximate value in 
present £ s d appears in the same place. All values are cal- 
culated to the nearest halfpenny. 

So, if you are faced with a price 24, by tilting the card 
you can find out that this is approximately 4s g4d, or, to 
take another example, 59p is shown as 11s g}d, and so on. 
A useful, general purpose pocket calculator intended to 
take the tears out of decimals, it is available in bulk 
quantities for ‘give-away’. The reverse side has useful 
advertising space. 

P. F. Bingham (Display Materials) Ltd, 185 London 
Road, Croydon CRg 1UA, Surrey. 


Programmed Learning for Management 


THERE have been a number of companies producing pro- 
grams for this new style of learning, but most up to now 
have been aimed at the young student or the school-leaver 
going on to further education, but now management gets 
its chance. 

Executives have a chance to develop their working skills 
in their own time with a series of ‘Programpacks’ which 
have been prepared by various firms of management 
consultants and are being published by Business Books Ltd. 
Titles immediately available are Expenditure evaluation 
using discounted cash flows, Stock control, Salesmanship 
fundamentals and Operative training. 

The one on expenditure evaluation, for instance, consists 
of 424 pages of text, size 12} X9 in., which are broken down 
into eight sections of varying length. The first of 37 frames 
gives an introduction to the objectives of the course. Then 
in 67 frames of section 2 the reader will be able to learn how 
to define the rate of return. Section 3 deals in 24 frames 
with ‘Compound interest and incidence of cash flows’, 
whilst ‘Determining rate of return’ is contained in 55 
frames of section 4, and so on right through the course. 
This particular pack costs 17 guineas, but prices of packs 
will range from 15 to 40 guineas depending on subject, 
whilst bulk discounts will be available. 

The main advantage of this type of programmed learning 
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is that it can be used at any time whether a few minutes or a 
few hours are available and is small enough to be carried 
when travelling as each section is like a separate book. No 
machines are needed as with some courses and it offers an 
alternative way to management to learn subjects or to teach 
subordinates without losing them during working hours 
at courses. 

Business Books Ltd, Mercury House, Waterloo Road, 
London SEr. 


Credit Scheme for National Insurance Franking 


INCREASED selective employment tax and redundancy fund 
contributions will be added to basic National Insurance 
payments, and with the contribution of £3 15s 11d for a 
‘contracted out’ male, a fully stamped card will contain 
about {180 worth of stamps. Safeguarding these cards and 
unused adhesive stamps is now becoming a problem, which 
some firms are overcoming by using franking machines. 

Until recently it was necessary to visit the Ministry of 
Social Security’s Oces and pay in advance for the contri- 
butions credited to the franking meters, but last June the 
Ministry introduced a scheme whereby they will set the 
franking machines in advance to cover the estimated 
requirements over a three-month period. 

No payment is made at the time of setting. Instead, 
weekly or monthly a cheque is sent with a form listing the 
number or contributions made at each of the various rates. 
These declaration forms are a complete record of contri- 
butions paid and the system provides complete security 
as no cash or stamps are involved, and payments are only 
made as contributions fall due. 





The Roneo-Neopost National Insurance franking machine in 
use with meters for four classes of contributions. 


Portable Typewriter 


A new portable Japanese typewriter which weighs only 
ro lb., and has a zip carrying case, is selling through the 
retail trade at £22 10s. Called the Nippo P200, it is available 
with either pica or elite type, has a two-colour ribbon and 
stencil switch and also touch controls which are usually 
features of more expensive machines. 

Engadine Typewriter Co Ltd, 32 Duke Street, Brighton 
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Non-slip Metric/Inch Rulers 


Now that metrication is due to be introduced into the 
construction industry by 1970 and into many other trades 
soon afterwards, accountants and office managers will be 
looking for ways of introducing this subject to their staff. 
One of the simplest ways will be to provide metric/inch 
rulers with which staff can work out their own calculations. 
Four such rulers have just been introduced by the Eagle 
Pencil Company which range in size from 20 cm./8 inches 
to 50 cm./20 inches with graduations in 1 mm. or 116th inch 
respectively. The retail prices for the 20 cm. are 5s 6d, 
30 cm. at 8s, 40 cm. at 115 7d, and 50 cm. at 15s 3d each. An 
interesting feature of the rulers is that they are provided 
with rubber strips underneath to prevent them slipping on 


any surface. 
Eagle Pencil Company, Ashley Road, London N17. 


Business Forms Guide 


A free booklet entitled An Accountant's Guide to Business 
Forms, has recently been issued by Lamson Paragon Ltd 
to help the accountant and office manager of small and 
medium-sized companies to examine ways of improving 
business systems by the efficient use of business forms. 

It details the factors relevant to a business form investi- 
gation; the considerations of streamlining office procedures; 
the importance of form design as an aid to efhciency, and 
reviews operational sequence and the selection of the right 
equipment for the job. The booklet also lists stock sizes 
of Lamson Paragon forms and gives costings for one typical 


size. 
Lamson Paragon Ltd, Paragon Works, London E16. 


Electrostatic Copier 


DESIGNED to produce up to 30 copies a minute from various 
originals or up to 18 copies a minute from the same original, 
the first copy is delivered in seven seconds on the new 
Remington R-2 copier. Paper comes on a roll up to 11 in. 
wide and one roll will make 825 8 in. copies of a quality 
which is maintained automatically by electronic controls. 
There is a multicopy dial which, when set, counts back 
to one so that later operators do not get multiple copies 
that are not required. The original is always in sight and 
even rigid or thick originals can be copied in sizes up to 
II X21 in. or down to } in. (which can be fed through a 
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carrier) which could be useful for copying strip indexes and 
other narrow bands of information. 

Remington Rand Division, Sperry Rand Ltd, 65 Holborn 
Viaduct, London EC. 


New Overhead Projector 


AN extra bright light source from an iodide discharge lamp 
which gives a bright blue light instead of a beige white as 
from other lamps is fitted to the Fordigraph 3AW overhead 





The Fordigraph 3AW Overhead Projector 


projector. A special two-lens head gives a wide angle or 
normal projection of the image and colours are claimed to 
be more true to life. 

The wide angle lens could be used where space is limited 
and where the projector has to be near the screen. It can 
also be used in brightly lit ofices, showrooms, or in large 
areas if required. 


Ofrex Ltd, Ofrex House, Stephen Street, London Wr. 


New Magnetic Ledger Card 
Accounting Machine 


A NEW magnetic ledger card accounting 
machine, the NCR 400 (/eft), was an- 
nounced recently by the National Cash 
Register Co Ltd. 

Combining magnetic ledger facili- 
ties with magnetic disc storage and 
punched Mylar tape loop program- 
ming, the NCR 400 has been designed 
to increase the speed and efficiency of 
ledger posting and other operations in 
a wide variety of businesses. The pic- 
ture shows an operator changing the 
Mylar tape program loop on the 
machine. 
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Integration of the Profession 


SIR, — In his letter, published in your issue of October 5th, 
Mr D. E. T. Tanfield invited the President of The Institute 
of Chartered Accountants in England and Wales to publish 
information about accountants in the National Coal Board. 
I am happy to take this opportunity, as a member of 
the Council of the Institute and as Finance Member of 
the National Coal Board, to make available the facts Mr 
Tanfield is seeking. 

The majority of accountants employed by the Board are, 
by the nature of their profession, in the Finance Department 
although some, in the course of their careers, move into 
other departments, such as industrial relations or purchasing 
and stores, and into line management. 

A recent examination of the representation of the various 
bodies in the Board’s Finance Department showed that 
their numbers were: 


In senior 
Total positions 
(i.e. above 
£2,000 p.a.) 
(a) Institute of Chartered 
Accountants in England 
and Wales 
(b) Institute of Chartered 93 80 


Accountants of Scotland 
(c) Institute of Municipal 

Treasurers and Ac- 

countants 
(d) Association of Certified 

and Corporate Account- 

ants 92 64 
(e) Institute of Cost and 

Works Accountants 


The great majority of the members of The Association 
of Certified and Corporate Accountants and The Institute 
of Cost and Works Accountants have obtained their ex- 
perience and qualifications whilst serving with the Coal 
Board. That so substantial a proportion hold senior posts 
indicates that they ultimately acquire equal standing with 
their colleagues in the other bodies. This, I think, demon- 
strates the value of the training that can be obtained in 
industry. 

Unfortunately we do not have separate figures of student 
registrations with bodies other than the Chartered Institutes. 
However, members of the Board’s staff obtained 65 passes 
out of a possible 134 in the examinations of the relevant 
bodies in the year 1966-67. 

The training facilities offered by the Board cover a wide 
field of industrial activities additional to coal mining, such 
as brickmaking, manufacture of smokeless fuels, chemical 
by-products, engineering workshops and foundries, road 
transport services, retail selling, houses, estates and farms, 
etc., together with many external activities in which the 
Board have an interest, e.g. fuel distribution and utilization, 
chemicals and building supplies. 

The Board’s organization enables trainees to obtain 
experience in many parts of the country and in modern 


techniques of business planning, including the application 
of computers, method study and operational research, as 
well as more conventional accounting. It is my firm belief 
that a student trained within the Board will enjoy as wide 
an experience as in most professional offices and as in any 
other industrial organization. We do not, however, have 
any incomplete records! 


Yours faithfully, 


London SWI. A. We JOHN, FGA, 


SIR, — I write on this subject as one who is grateful to have 
attained professional status due to the policy of The 
Association of Certified and Corporate Accountants, which 
allows students in industry who comply with certain basic 
requirements to attempt such attainment. 

I oppose the present proposals for integration on two 
grounds: firstly, that integration is not necessary; and 
secondly, that the proposals appear unlikely to ensure an 
adequate supply of qualified men trained in the non- 
practising streams. 

The aim of ‘improving the standard of all professional 
services’ is praiseworthy but does not need integration 
(especially since the proposals are only for a partial inte- 
gration anyway). No really telling case has been made out 
for the semi-integration proposed, and the interests of the 
three streams are so diverse that some form of joint com- 
mittee could well be used for those few occasions on which 
all three need to express a collective opinion. 

The position with regard to training needs considerable 
clarification. Paragraph 24 of the English Institute’s 
scheme concedes that the Institute’s present system of 
training does not properly equip its members for industry. 
This is very true, particularly with reference to costing and 
the use of data processing, two of the most important tech- 
niques in industrial and commercial accounting today 
which have certainly not been developed and are frequently 
only sketchily understood by the practising accountant. 

One of the steps set out in paragraph 5 to improve 
standards is ‘to match training more closely to needs’, but in 
paragraph 25 acknowledgement is given that ‘the [CWA 
and ACCA have for many years provided training for their 
students in industrial and commercial subjects’. Even 
allowing for the considerable degree of understatement in 
paragraph 25, it appears to be the Institute’s training which 
needs improvement and yet paragraph 32 states that in 
general ‘it is not intended to take away from practitioners 
who have been training articled clerks, the right to continue 
to do so’. 

However, an increasing number of industrial and com- 
mercial firms provide training facilities for certified and 
cost and works students, evidenced by the great number 
of Further Education Colleges providing day and evening 
courses for these examinations. Will these schemes be 
approved by the ‘new’ Institutes? One wonders. 

My understanding is that the Council of the Association 
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agreed to integration proposals only if entry were possible 
through the non-practising streams, but in the September 
Newsletter of the Institute of Chartered Accountants, their 
President assures members: ‘It is important first to make 
clear the limited scale on which training in industry will 
take place. It must not be thought that any larze proportion 
of those in industry and commerce who... wili then be 


able to call themselves chartered accountants, will be 


eligible to train students’. ; 

This leads one to the question whether the respective 
Councils have really reached a sound understanding on 
this. The standard of the practising stream is preserved 
(quite rightly) by the conditions governing the issue of prac- 
tising certificates, but there appears to me to be a real 
danger of entry to the non-practising streams being mainly 
via the practising stream which, with the dissolution of 
the ACCA and ICWA, would be a retrograde step of great 
magnitude, 

This is a matter on which those accountants who wish 
Io see industrial and commercial accounting techniques 
develop as they should, that is to say, as a meaningful 
sector of computer-based business information systems, 
should seek assurance before contemplating integration. 


Yours faithfully, 


| J. HESSION, A.a.c.c.a., M.B.C.S. 
Letchworth, Herts. 


Sir, — Amidst the clanging of the tocsin and the call to 
arms in defence of ancient privileges, cne sinister portent 
incorporated into the scheme for the cevelopment of the 
profession, and which foretells the eventual demise of the 
accountancy profession, has been overlooked. 

This is the tacit recognition that accounting is a subject 
lacking the intellectual content of those ‘A’ level subjects 
normally accepted for purposes of admission to university. 
Thus, although all manner of ‘A’ level subjects, from Arabic 
to Zoology, will be recognized as evidence of educational 
development and intellectual fitness for the purpose of 
registration as a chartered accounzant student, accounting 
will not. Accounting is linked with the other craft and 
technical subjects such as domestic science, dress and 
embroidery. 

It is an admission that accounting, as handled by the 
teaching profession in the sixth forms and as examined by 
the various G.C.E, examining boards, is not an intellectual 
discipline. Instead, merely a skill requiring manual and 
mental dexterity in performing, in a pre-determined 
sequence, a range of relatively simple operations. And the 
examination, a test of such attributes as speed cf operation 
and ease in the manipulation of figures rather than of 
intellectual powers of reasoning and criticism. 

If young people are persuaded, as they will be, that the 
pursuit of sixth form studies in accourting is neither 
intellectually exciting or challenging and is of no account 
for either admission to certain leading universities or for 
registration as chartered accourtant students, then the 
abler youngsters will continue to look elsewhere for their 
vocational interests. The ghost of accountancy as an inferior 
sort of profession will not have been laid to rest. 

Those of the more lively minds attracted towards a 
business career will continue to by-pass the profession, 
emerge from the universities and enter the management 
consultancy and industrial accounting fields as managerial 
economists, statisticians, operational research workers and 
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other strange beasts — to the consternation and confusion of 
all well-drilled accountants. 

It is this dilution of the quality of the entrants to the 
profession, its implications for the future and how it might 
be met (if it ought to, and still can, be met) to which thought 
ought to be applied. 

Yours faithfully, 


London W6. D. T. BAILEY. 


SIR, — Good for A. S. Williams — in your issue of October 
sth, he states the case of the certified students accurately. 

As to his reply to Mr Hand’s suggestion that certified 
accountants tend to occupy subordinate positions. he could 
have added in his first point that it is more than hkely that 
those senior positions which are reserved for chartered 
accountants in your classified advertisements are based on 
prejudice cr ignorance of the standards now sət by the 
ACCA and the calibre of its membership. Furthermore, 
the fact that an advertisement is for a qualified accountant 
does not guarantee that the final decision will be completely 
unbiased, deliberate or otherwise. Human nature being 
what it is, it is perhaps inevitable that a chartered or certified 
accountant may instinctively choose one of his own kind 
but as there are far more chartered than certified. the certi- 
fied will lose out. Prejudice is always difficult to prove but 
the inference is frequently there. 

Having spoken to employment agency staff experienced 
in placing accountants, they have also confirmed this 
underlying prejudice, though no doubt they would not 
freely admit this. 

Concerning his second point, of course it may be true 
that some certified accountants lack ambition, drive and 
enthusiasm to get to senior positions but a great many 
chartered accountants, also without these qualities, choose 
to remain in the profession as an alternative to the rat race 
of industry. Such a course does not appeal to many certi- 
fied accountants because they cannot readily obtain a 
managership or partnership, or because they have not had 
their professional office training. 

Not everyone can get to the top, and industry is attracting 
and demanding an increasing number of qualified account- 
ants for lower positions. 

What we are considering is the future of our profession 
and in deciding the best way to progress we should be 
objective and not allow prejudice to blur our decisions. 


Yours faithfully, 


Tonbridge, Kent. W. O. CRERIE, 4.A.c.c.A, 


Friendly Societies’ Accounts 


Sir, — You refer on pages 440 and 441 of ycur issue of 
October 5th, to some of the effects of the new Friendly 
and Industrial and Provident Societies Act 1958 and cor- 
rectly conclude by saying that the Chief Registrar’s office 
is also relieved of its obligation to prepare and circulate 
model forms of accounts for the use of societies, The Chief 
Registrar's power to prescribe the form in which societies are 
required to furnish their annual returns has nat, of course, 
been altered by the recent legislation. 


Yours sincerely, 
J. A. WALTER, B.sc.(ECON.), F.C.A., 


Head, Returns & Statistics Branch, 


London. REGISTRY OF FRIENDLY SOCIETIES. 
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it's Later than You Think 


Practical Aspects of Changing to Decimal Currency 


T a seminar held in London by the Institute of Office 
Management on October rst, 250 businessmen gave 
the lie to the supposed apathy among British executives to 
the challenge of decimalization. They, at least, were willing 
to consider the problems and to take action to ensure a 
smooth transition in 1971. This was the burden of the 
message of Mr D. H. Ross, Chairman of the Decimal 
Currency Committee of the Institute of Office Management, 
when introducing a varied programme of speakers who 
dealt with eminently practical aspects of decirnalization. 
‘Setting the scene’ at the first seminar, Mr P. W. Ricardo 
emphasized the possible loss of goodwill on the part of 
the public if there should be insufficient training in cash 
handling in retail trades. He also said that pounds could 
be saved throughout industry and commerce if the majority 
of conversions were approximate rather than strictly 
accurate. The effect of approximations could be made to 
cancel out, as for example in the pricing of dyestuffs, which 
had already been decimalized by Mr Ricardo’s company, 
I.C.I. Generally, it had been found that customers found 
the dual pricing of invoices, even at this early stage, quite 
acceptable (though one of Mr Ricardo’s customers in the 
audience expressed disapproval). As regards accounting 
machines, he said it was surprising, when one made a 
survey of the machines in use, how many old and inefh- 
cient machines were cluttering up offices and needed 
. replacement anyway. 


Change in format and size 


‘Planning for decimalization in the manufacturing 
industries’ was dealt with by Mr G. W. Fasham, of 
Cadbury Brothers. In a highly entertaining talk, Mr Fasham 
conveyed a wealth of information. As a result cf decimali- 
zation, he said, many of the existing Cadbury products 
would change in format and size, due to the unconvert- 
ibility of many of the lower price ranges. For example, 
the 3d fudge was a certain casualty, since either the custo- 
mer or the shopkeeper must lose a quarter of a new penny — 
and he could not see the shopkeeper wishing to do so. 

It might be possible to sell two for a ‘tanner’, except that 
the equivalent of the ‘tanner’ was an awkward combination 
of coins. It had been the Cadbury policy for some time to 
keep to single-coin transactions but cn this basis, only the 
rs range — introduced to anticipate decimalization — would 
survive, Certainly the 1s range would be the only size of 
product available through vending machines after D-day. 

It was, however, not only in pricing that difficulties arose. 
Different product size involved variation in wrappers and 
packing, in the numbers packed in each carton, and in the 
size of pallett loads for internal transport. Staff training 
must not be begun too early but on the other hand was 
restricted by the pressures of seasonal workloads. Training 
should start in mid-1970 but the bulk of training in his 
company had to be restricted to the gap between the busy 
periods preparing for Christmas 1970 and Easter 1971. 


Mr Fesham stated that at least the conversion of adding 
mechines was an over-emphasized problem in his company, 
sirce in the face of an estimate of £18 per machine, they 
were now themselves converting four machines every 
Sazurdzy morning at a cost of 35s for parts plus overtime. 


Vériable price structures 


Decimalization was not only a time of problems but also 
of opportunity. Complicated price structures for quantity 
discounts to smaller retailers could now be revised, parti- 
cularly in view of the greater relative importance of the 
large retail chains and supermarkets. To the extent that 
variable price structures were needed, they could be 
replacec by sliding percentage scales to give quantity 
inc2ntives. Purchase tax was also capable of being dealt 
wita strich on a sliding scale but he was less confident of the 
ease wita which any changes in purchase tax could be taken 
into the price structure without once again forcing a redesign 
of products. 

Mr D. Roxburgh, of Dorothy Perkins Ltd, spoke on the 
retail aspects of pre-decimalization planning. He said that 
his company were viewing each retail sale transaction as, in 
fact, two separate transactions, the one being the sale of the 
goods, and the other the settlement in legal tender. Dual 
pricing would be the practice both before and after D- 
day Before D-day the sale would be in £ sd with the 
decimal price for information; after D-day the sale would 
be :n decimal currency with the £ s d price for com- 
parison. 

After D-day, the cash settlement could be in whatever 
coins were offered, so long as they represented legal tender. 
It would, however, be the policy to de-circulate non-decimal 
coins by withdrawing them for banking, so that only deci- 
mal coins would be given in change. Particular problems 
which he could foresee included the security of unbanked 
cash during the closure of the banks prior to D-day, the 
neec to increase cash floats to allow de-circulation of £ s d 
coins, and the consequent need on both counts for cash 
insuzances to be increased. 


Project managers 


DeaEng with the administrative problems and organi- 
zational planning needed for the changeover, Mr J. Hay, 
of J. Lyors & Co, spoke of the appointment of project 
manegers in each business unit of an organization to be 
responsible for all aspects of decimalization within their 
own units, and to form study groups from their own num- 
bers zo consider and report on specific aspects and problems 
arisirg. One study group had been set up solely to report 
on how study groups should report. A system of target and 
scheculed dates had been devised whereby the activities 
leading up to D-day could be co-ordinated and controlled. 
Leadership was from the centre but decisions and control 
had teen decentralized. 
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PROFESSIONAL NOTICES 


Messrs ALABASTER, Stray & CLosc, 
Chartered Accountants, of 4 New 
Bridge Street, London EC4, announce 
that for reasons of health, Mr F. R. 
STRAY, F.c.A., who has been a partner 
in this firm for 42 years, retired on 
September 30th, 1968, from active 
participation in this firm but will be 
available in a consultative capacity. 
The practice will be continued by Mr 
R. M. STRAY, F.c.a., and Mr J. L. 
SPILLARD, C.A., under the present style. 


Messrs BARTON, MAYHEW, RYDER 
& Co, Johannesburg, announce that 
Mr Bonge W. Davison has been 
admitted to partnership. 


Messrs BEDELL & Buair, Chartered 
Accountants, of Manchester 2, an- 
nounce that Mr Prrer G. Smiru, 
A.C.A., who has been a member o= the 
staff for several years, and who is the 
son of Mr Eric C. SMITH, F.C.A., 
became a partner in the firm on Octo- 
ber 1st, 1968. They also announce that 
on September 30th, 1968, Mr È. A. 
Heys, F.C.A., who has been associated 
with the firm for 30 years, ceased to be 
a partner. He will, however, continue 
actively as a consultant. 


Messrs BRIGHT, GRAHAME, MURRAY 
& Co, Chartered Accountants, of 
Howland House, Howland Street, 
London Wu, announce that Mr 
Davip A. BERNSTEIN, A.C.A., has been 
admitted into partnership as from 
October rst, 1968. 


Messrs CHIENE & Tart, Chartered 
Accountants, of Edinburgh, announce 
that because of his commitments as 
Governor of the Bank of Scotland, and 
more recently as Chairman of the 
General Accident Fire and Life As- 
surance Corporation Limited, Lorp 
PoLwarTH has resigned from the 
partnership, with effect from Oztober 
Ist, 1968. 
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Messrs FISHER, CONWAY, FENTON 
& Co, Chartered Accountants, of 
Chancery House, Chancery Lane, 
London WCz, announce that Mr 
Harry STERN, A.C.A, who kad been 
associated with the firm for twelve 
years, was admitted into partnership 
on October ist, 1968. 


Messrs Harker, Hottoway & Co, 
Chartered Accountants, announce that 
with effect from October 1st, 1968, 
Mr D. J. C. GREEN, A.C.A., has been 
admitted into partnership. 


Mr M. R. Hurst, A.C.A, and Mr 
I. H. STEVENS, A.C.A., announce that 
with effect from November rst, 1968, 
they will be practising under the name 
of Hurst STEVENS & Co, at Ground 
Floor, Northway House, High Road, 
Whetstone, London Nao. 

Messrs GEO. LITTLE, SEBIRE & Co, 
Chartered Accountants, of Adelaide 
House, London Bridge, London ECa, 
announce that they have acmittéd to 
partnership Mr Davin JOHN SEBIRE, 
A.C.A., who rejoined the firm recently, 
having served his articles with them. 


Messrs MacIntyre Hupson & Co 
and Messrs Hawkins & WALE of ro 
Longport Street, Canterbury, an- 
nounce that as from October 1st, 1968, 


the practice at that address will be 


carried on in the one name of 
MacIntyre Hawkins & Co. Chartered 
Accountants. As from that date Mr 
RONALD J. LAKIN, A.C.A., has been 
admitted as a partner. 


MESSRS ORR SHOTLIFF & Co, Char- 
tered Accountants, announce that they 
have admitted into partnership Mr 
GEOFFREY L. R. Vicars, A.C.A., who 
has been with the firm for 2 number of 
years. 


Mr Denis PALMER, F.C.A., prac- 
tising as D. A. PALMER & Co, at 
86-88 Richmond Road, Kingston 
upon Thames, Surrey, announces that 
Mr Jack MAUNDERS, A.C.A., has joined 
him in partnership from June rst, 
1968, and they have incorporated the 
firm of DINSDALE YOUNG & Co, which 
was previously carried on by the late 
Mr A. YOUNG, F.C.A., at 48 Malden 
Road, New Malden, Surrey. The 
combined practices will be carried on 
at both addresses. 


Messrs PANNELL FITZPATRICK & Co, 
announce the retirement from their 
Liberia practice of Mr GEOFFREY 
M. N. Baker, F.c.A., on his return to 
residence in the United Kingdom. 


Messrs PORTER, MATTHEWS & 
MarspeEn, Chartered Accountants, of 
Blackburn, announce that as from 
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October "st, 1968, they have taken 
into partnership Mr M. H. Townend 
A.C.A., who has been a member of their 
staff for a number of years. 


Messrs JOHN STUBBS, PAREIN & Co, 
Chartered Accountants, of 41 North 
John Street, Liverpool, L2 6RX and 
21 Cheshire Street, Market Drayton, 
Shropshire, announce that on Septem- 
ber 30th, 1968, Mr E. D. SANDERS, 
F.C.A., retired from the practice after 
an association lasting 49 years, but will 
be available for consultation if re- 
quired. On October ist, the firm 
amalgamated with Messrs EDWARD 
SoutH & Son of 14 St Mary’s Street, 
Whitchurch, Shropshire, and 54 High 
Street, Wem, Shropshire. The amal- 
gamated practice will be carried on at 
Liverpool, Market Drayton, Whit- 
church and Wem in the name. of 
Messrs STUBBS, PARKIN & 5o0uTH, by 
Messrs J. P. C. GOTHARD, F.c.A., T. 
ROBERTSON, F.C.A., F.A.CGA, E. C. 
SOUTH, F.C.A., A.T.LI., G. E. SWEET, 
A.C.A. and by Mr F. J. Sweeney, 
A.C.A., who has been a senior member 
of tke Liverpool staff for some years. 


APPOINTMENTS 


Mr J. A. Baxter, F.c.a., has been 
appointed secretary oi Hawker 
Siddeley Electric Ltd. 

Sir William Slimmings, C.B.E., C.A., 
has been appointed an extraordinary 
director of the Scottish Amicable Life 
Assurance Society. 


reen 





Sir W. Slimmings. Mr R. A. P. Smith. 

Mr R. A. P. Smith, A.A.c.c.A,, 
F.C.LS., has been appointed adminis- 
tration manager of IPC Magazines 
Ltd. 

Mr John Dee, F.c.A., financial 
comptroller of Parker-Hannifin (UK) 
Ltd, has been appointed a director of 
the company. 

Mr N. Duckels, F.c.a., and Mr L. 
Duckels, F.c.a., have been appointed 
directors of British Glues and Chem- 
icals Ltd following the acquisition of 
the company by Croda Premier Ltd. 

Mr J. W. Farquhar, c.a., deputy 
chief financial officer of the North of 
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Scotland Hydro-Electric Board, has 
been appointed chief financial officer. 
Mr I. A. Gordon, GA, the Board’s 
internal auditor will succeed Mr 
Farquhar. 


Sir Tom Hood, K.B.E., C.B., T.D., 
D.L., F.C.A., has been appointed chair- 
man of NEL Trust Managers Ltd. 


Mr Nicolas McAndrew, CA, has 
been appointed an executive director 
of S. G. Warburg Ltd. 


Mr B. M. P. Thompson- 
McCausland, A.C.A., has been ap- 
pointed to the main board of Arbuthaot 
Latham & Co Ltd. 


PROPOSED INTEGRATION 
SCHEME 


Next Week’s Meetings 


The following local discussion meest- 
ings of members of the various ac- 
countancy bodies have been arranged 
for next week. Members must produce 
their copies of the scheme to gzin 
admission. 


The Institute of Chartered 
Accountants in England and Wales 
Monday: 

Douglas, I.o.M. Sefton Hotel, 7.30 
p.m. 


Tuesday: 

Chester, Blossoms Hotel, Foregate 
Street, 6.30 p.m. 

Wednesday: 

Liverpool, Central Hall, Renshaw 


Street, 2 p.m. 


Friday: 
Cardiff, Reardon Smith Lecture 
Theatre, 2.15 p.m. 


The Institute of Chartered 
Accountants of Scotland 

Tuesday: 

Aberdeen, Technical College, Gallow- 
gate, 7.30 p.m. 

Thursday: 

Dumfries, Station Hotel, 6.30 p.m. 


The Association of Certified and 
Corporate Accountants 
Tuesday: 

Cardiff, Royal Hotel, 6.16 p.m. 
Exeter, Rougemont Hotel, 
Street, 7 p.m. 


Queer. 
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Wednesday: 
Birmingham, Haworth ` Lecture 


Theatre, Birmingham University, 6.30 


p.m. 
Bristol, Chemistry Lecture Theatre, 
University of Bristol, Woodland Road, 
7 p.m. 

The Institute of Cost and Works 
Accountants 

Tuesday: 

Nottingham, Victoria Hotel ‘Ball- 
room), Milton Street, 6.30 p.m. 


Wednesday: 
Sheffield, Grand Hotel, 
Street, 6.30 p.m. 


Thursday: 
Leeds, Merrion Hotel, Merrion Centre, 
6.30 p.m. 


Leopold 


The Institute of Municipal 
Treasurers and Accountants 
Friday: 

Metropolitan and Home Counties 
Branch, N. Thames Section, St Mary- 
lebone ‘Town Hall, 10.70 a.m. 

North Western Asscciates, Man- 
chester, 2.15 p.m. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND 
AND WALES 
List of Members 1969 


Members of the Institute are reminded 
that the latest date for the receipt of 
changes of address and other details 
for inclusion in the 1969 List of 
Members is November 6th. 


Teacher Training Course 


A short residential course will be held 
at Roval Holloway College, Egham, 
Surrey, from the afternocn of Wedres- 
day, January rst, to the morning of 
Sunday, January 5th. It has been 
designed for members of The Institute 
of Chartered Accountants in England 
and Wales who are considering 
making a career as lecturers in pro- 
fessionally relevant subjects in colleges 
or universities and also for those who 
have recently taken up full-time teach- 
ing of professionally relevant subjects 
or whe teach on a part-time basis 
whether or not they are members of 
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the Institute. The programme for the 
course will be as follows: 


Wednesday: Welcome by course direc- 
tor and outline of course; organ- 
ization of further education -with 
particular reference to accountancy 
and business training. 

Thursday: The accountant in the 
1970s ~ his education and training — 
panel and open discussion; econom~- 
ics, mathematics and the accountant; 
the concepts, conventions, controver- 
sies and criticisms of accountancy; 
film “True and Fair’. 

Friday: Accounting in business studies 
course; the hardware available to the 
teacher. 

Saturday: A specimen lesson; com- 
mentary and discussion on lesson; 
measuring the effectiveness of teach- 
ing; student/staff relationships — 
academic, social, constitutional. 

Sunday: The educational policy of the 
Institute; teaching as a career for 
accountants — panel and open dis- 
cussion; review of course. 


The fee for the course will be £16 
and the closing date for applications is 
November 29th. Application forms 
are available from the Secretary of the 
Institute, 55-56 Goswell Road, Lon- 
don ECH. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN IRELAND 


Residential and Non-Residential 
Courses 


A comprehensive programme of resi- 
dential and non-residential courses for 
1968-69 dealing with, among other 
subjects, auditing practice, taxation, 
computers, and company law, has been 
arranged by the courses committee of 
The Institute of Chartered Account- 
ants in Ireland. 

The next course in the series, 
‘Using a computer’, is due to take 
place at Newcastle, Co Down, from 
October 28th to 31st. The course 1s a 
residential one and will be repeated in 
Dublin from December znd to sth. 
Designed to give participants an appre- 
ciation of computers, it will also con- 
cern itself with the decisions and 
problems relating to the installation of 
a computer, the use of a computer 
bureau and will feature a business 


JOHN FOORD & COMPANY 
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Telephone 01-834 2002 (4 lines) 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT E MACHINERY, Etc. 





October 19th, 1968 


game. There will also be a visit to a 
computer installation. 

In November there is to be a twc- 
day non-residential course on modern 
auditing practice and a one-day course 
on share valuations. The former, 
which will be held in Dublin from 
November 6th to 7th, will set out to 
acquaint those attending with the 
more sophisticated modern auditing 
techniques. Primarily for those in 
practice and internal auditors, sub- 
jects will include: legal aspects of the 
auditor’s responsibility, organization 
of a practice, and practical difficulties 
in the introduction of modern aucit 
techniques and standards in Ireland. 
The course will be repeated in 
Dunadry, Co Antrim, from December 
rith to rath. The share valuation 
course will be a one-day non-resi- 
dential one and will take place in 
Belfast on November 27th. Designed 
for those members who, it will be 
assumed, possess experience in this 
field, it will provide an opportunity 
to hear from specialists the factors to 
be considered in valuing shares "or 
different purposes. 

As soon as possible after the intzo- 
duction in the Dail of the Finance 
(Miscellaneous Provisions) Bill which 
is likely to be some time in November 
or December, there is to be a one- 
day seminar in Dublin on the Bill 
and also on the Irish 1968 Finance 
Act. Courses to be held during 1969 
will include: ‘Network analysis’; 
‘Company law problems’ and ‘Staiis- 
tical sampling for auditing and ac- 
counting’. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS OF SCOTLAND 


Post-Qualifying Education 


‘Elements of statistics’, ‘Current texa- 
tion for the auditor’, and ‘An in-ro- 
duction to systems analysis’ are the 
titles of three courses in the post- 
qualifying education programme of 
The Institute of Chartered Account- 
ants of Scotland to be held during 
November. They are open to members 
of kindred accountancy bodies and, 
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except the second, to non-accour:tants 
sponsored by a member of the Scottish 
Institute. 

Tte first course will take place in 
Edinburgh and Glasgow on November 
2nd and 23rd respectively. It is 
designed to give participants an un- 
derstanding of the underlying theory of 
statistics and to illustrate the applica- 
tion of statistical methodsin accounting. 

The second course will aim to make 
the auditor and his staff aware, in 
general terms, of areas in auditing 
work and associated matters where 
comsany and personal taxation has or 
may have particular application. A case 
study of a medium-sized close com- 
pany will be a feature of the course and 
the 1968 Finance Act will be con- 
sidered in two parts — the ‘Special 
charge’ and “Other significant changes’. 
The course takes place in Edinburgh 
on November 5th and in Glasgow on 
November rath. 

The systems analysis course is a 
residential one and will be held at the 
Peebles Hetel Hydro, Peebles, from 
November 19th to 22nd. Emphasis in 
this course will be on control infor- 
mation systems in isolation from the 
mechanics of processing and the 
course programme will follow the logi- 
cal sequence of events in this area. 

Further particulars of the courses 
mav be obtained from the Director of 
Post-Qualifying Education, The In- 
stitute of Chartered Accountants of 
Scctland, 27 Queen St, Edinburgh 2. 


London Discussion Group 


‘Practical points arising from the 
Companies Act 1967’ will be the 
subject of a talk to. be given by Mr 
W. R. Gage, GA, of the Burmah Oil 
Co Ltd, at a meeting of The Institute 
of Chartered Accountants of Scotland 
London Discussion Group to be held 
on October 24th, at the Little Ship 
Club, Bell Wharf Lane, Upper Thames 
Street, London EC4, commencing at 
6 p.m. Applications accompanied by 
a remittance of ss (12s 6d if refresh- 
ments are required) should be sent to 
the secretary of the group, Mr 
R. Wood, c.a., 66 Cannon Street, 
Lendon EC4. 
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SHEFFIELD AND DISTRICT SOCIETY 
OF CHARTERED ACCOUNTANTS 


One-day Computer Seminar 


‘Computers — what they are and how 
they can help us’ is the title of a one- 
day seminar to be held by the Shefield 
and District Society of Chartered 
Accountants on November 13th, at 
the Hallam ‘Tower Hotel, Fulwood 
Road, Sheeld ro. 

The seminar, which is a repeat of 
the successful one held by the Society 
last year, is designed for those members 
who have little knowledge of the 
functions and uses of computers. 
Follow-up seminars are planned so 
that members can progressively ex- 
amine the relationship between ac- 
countants and computers. Whilst 
attendance at this first one is not an 
essential prerequisite to the subsequent 
ones, such attendance will nonetheless 
prove helpful. A member of the 
Society may take members cf his staff 
to the seminars or if he cannot attend, 
he may elect someone in his place. 

Mr B. Thompson, F.C.A., M.B.1.M.; 
chairman of the Society’s technical 
advisory subcommittee on computers, 
will act as chairman of th2 seminar 
and will also give a talk on “The 
computer and accounting applications’. 
Other speakers will be Mr G. Hollis, 
F.C,A., F.B.C.S., manager, computer 
development, Firth Brown Tools Ltd, 
and Mr I. Fowler, pa, data pro- 
cessing. manager, Globe & Simpson 


The fee for the seminar is £4 and 
those members wishing to attend 
should send their applicaticns as soon 
as possible to the Society’s secretary, 
Mr D B. Shaw, F.c.a., 22 Norfolk 
Row, Sheffield Sr 2PA. 


NORTHERN SOCIETY OF 
CHARTERED ACCOUNTANTS 


On: November äh, a luncheon 
meeting for members of the Northern 
Society of Chartered Accountants will 
be held at the County Hoczel, Neville 
Street, Newcastle upon Tyne 1, at 
12.45 p.m. for 1 p.m. Members are 
reminded that the Society’s annual 
dinner will be held at Tae Mayfair 
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Ballroom, Newgate Street, Newcastle 
upon Tyne 1, on Thursday, November 
14th. 


NORTH WEST SOCIETY OF 
CHARTERED ACCOUNTANTS 


The annual dinner of the North West 
Society of Chartered Accountants will 
be held on November 28th, at the 
Imperial Hotel, Blackpool, at 7.15 p.m. 


for 7.4.5 p.m. 


LONDON AND DISTRICT 
SOCIETY OF CHARTERED 
ACCOUNTANTS 
Luncheon Meeting 


The first luncheon meeting of the 
1968-69 session of the London and 
District Society of Chartered Account- 
ants will take place next Tuesday, 
October 22nd, at the Connaught 
Rooms, Great Queen Street, London 
WCa2, at 12.30 for 1 p.m. The guest 
speaker will be Sir Edmund Compton, 
K.C.B., K.B.E., Parliamentary Commis- 
sioner for Administration (‘Ombuds- 
man’). 


APPOINTMENT OF PRINCIPAL 
EXAMINER 


The Board of Trade announce (Cat 
upon promotion to Principal Examiner 
(Bankruptcy and Companies), the 
appointment of Mr L. R. Bates as an 
assistant official receiver for the pur- 
poses of the Companies Act 1948 and 
attached to the High Court is revoked. 


ASSISTANT OFFICIAL RECEIVER 


The Board of Trade has announced 
that as from October rst, Mr Ritchie 
Edward Stuart has been appointed as 
an Assistant Official Receiver to act as 
assistant to any Official Receiver p- 
pointed for the purposes of the Com- 
panies Act 1948, and attached to the 
High Court. 

It is also announced that the ap- 
pointment of Mr Alan Stanley Ford 
as an Inspector of Official Receivers 
attached to the Office of the Inspector- 
General in Bankruptcy (London) has 
been revoked. The revocation took 
effect from October Ist. 
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NEW REGISTRAR CF COMPANIES 


The Board of Trade has appointed 
Mr BR W. Westley tc be Registrar cf 
Companies for England and Wales on 
the retirement of Mr J. H. Davies. 
This appointment also confers on Mr 
Westley the appointments of Registrar 
of Business Names and Registrar of 
Limited Partnerships. 


THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


‘Race relations’ will be the subject 
of a discussion to be held at 6.30 for 
6.45 p.m. at The Waverley Hotel, 
Southampton Row, London WC1, on 
Tuesday next, October 22nd. The dis- 
cussion will be led by Rev. Gordon 
Mays, M.A., Warden of Lee Abbey 
International Students’ Club. 

Before the meeting there will be a 
buffet supper (charge r2s 6d: students 
ss). Accountants and their friends will 
be welcome at this meeting, whether 
or not they are members of the 
Fellewship. 


AT THE FARMER’S SERVICE 


The Ministry of Agriculture, Fisheries 
and Food has announced that the 
latest edition of At the Farmer's 
Service is now available. As usual, this 
pocket-sized booklet, which is issued 
annually by the Ministry, contains a 
wealth of information cf interest to all 
farmers and growers and their pro- 
fessional advisers in England and 
Wales. It gives details of the grants 
and subsidies which are available to 
them and describes the many services 
and facilities provided ty the Ministry. 
It is broken down into sections under 
various sub-headings and this year the 
material has been rearrenged for easier 
reference. 

The booklet also gives the addresses 
of Ministry offices from which further 
information and advice can be obtained 
together with the addresses of other 
agricultural organizations. There is a 
detachable page which is intended to 
act as a reminder of dates for sub- 
mitting claims, and detachable order 
forms for monthly and quarterly 
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journals published by the Ministry. 
Copies of At the Farmer's Service 
can be obtained free, from the Minis- 
try of Agriculture, Fisheries and Food 
(Publications), Tolcarne Drive, Pinner, 
Middlesex, or from any of the 
Ministry’s divistonal offices. 


REVENUE PAPER 
Michaelmas Sittings 7968 


The following cases are down for 

hearing during the Michaelmas Sit- 

tings 1968: 
House op LORDS 

Owen v. Pook. 

Ferguson v. CIR 

CIR v. Herdman. 


COURT OF APPEAL 
Salmon v. Commissioners for General 
Purposes of Income Tax and An- 
other. 
Wood Preservation Ltd v. Prior. 
Wisdom v. Chamberlain. 
T. G. Ingram & Son Ltd v. Callaghan. 
Lupton v. F. A. and A. B. Ltd. 
CIR v. Gray. 


Hier Courr (Chancery Division) 

Asquith v. Hume. 

Hume v. Asquith. 

Pendleton v. Mitchells & Butlers. 

Wolf Electric Tools Ltd v. Wilson. 

Day v. Williams. 

Burdge v. Pyne. 

Tomlinson v. Glyns Executor and 
Trustee Co and Knox. 

McVeigh v. Arthur Sanderson & 
Sons Ltd. 

Pritchard v. M. H. Builders (Wilms- 
low) Ltd. 

Czedogan Settled Estates Co (in liquid- 
ation v. C.I.R. 

Dickinson v. Abel. 

Lupton v. Potts. 

Sinsbuty and Sinsbury v. Burgess. 

Jones v. The Shell Petroleum Co Ltd. 

Crepper v. The British Petroleum Co 
Ltd. 

Freeman, Hardy & Willis Ltd (now 
B.S.C. Footwear Ltd) v. Ridgway. 

Westcott v. Bryan. 

George J. Smith & Co Ltd v. C.LR. 

Tkomson v. Gurneville Securities Ltd. 

Gurneville Securities Ltd v. Thomson. 

Bradfield v. Bawden. 
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Trend of the Economy 


must not’, observed the Chancellor of the Exchequer at 
last week’s annual dinner for bankers and merchants of the 
City of London, ‘become like hypochondriacs who take their 
temperature every half-hour and veer between extremes of despair 
and euphoria with every small movement.’ There is, of course, 
every reason for agreeing with these sentiments, but when an 
economy is so precariously balanced as is that of the United 
Kingdom it is inevitable that every economic indicator 13 assessed 
tc consider its implications. It is for such reasons that the October 
industrial trends survey of the Confederation of British Industry 
merits more than passing attention. 


The latest survey is significant because, in contrast with the 
June industrial inquiry, it visualizes a continuing expansion in 
industrial activity and exports. Unfortunately it has a so had to. 
take note of the rising costs, pressure on capacity, shortages of 
skilled labour and concern over meeting delivery dates which are 
tae inevitable accompaniment of any expansionist phase. 


The CBI inquiry underlines a point made by both Mr Jenkins 
and Sir Leslie O’Brien, Governor of the Bank of England, at 
the City dinner, that internal demand is continuing at a rather 
higher level than was anticipated. It is certainly the partial ex- 
planation for the high level of imports which is. doinz much to 
offset the encouraging growth in exports. The CBI report stresses 
this continuing rise in consumer spending, with the inevitable 
result that there is growing pressure on industrial capacity. Unless 
this pressure can be eased, the danger of pre-empting export 
markets will again emerge. 


There is another very good reason why too much note should 
not be taken of these sundry, albeit fairly encouraging, straws in 
the wind. If any evidence were needed of a continuing basic 
weakness in the UK economy, the present labour dispute in the 
docks and the provisional settlement of the pay claims in the 
engineering industries provide it. The full inflationary element in 
the engineering pay claim cannot be assessed until more is known 
about the extent of the productivity bargain. 


The CBI is particularly concerned — in the light of the present 
situation revealed by its latest survey — that industrial costs should 
not be allowed to rise. Here again, the comment highlights a basic 
weakness of the UK economy. Although investment in machinery 
and equipment is not, as the latest Department of Economic Affairs 
progress report observes, ‘proportionately so very different in the 
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UK from’ our. "Europa EE , it is not 
efficiently exploited: | 

The CBI is concerned that investment grants should 
not be reduced. Justification for this view is provided by 
the fact that the capital goods industries (in contrast 
with the consumer goods industries).are still working 
substantially below capacity. To the extent that new 
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investment must depend on the growth of consumer 


_ demand, the Chancellor is in a quandary. To allow 


consumpticn to grow more rapidly would be to exacer- 
bate the emergent inflationary pressures. 

As the Chancellor reviews his Budget prospects, 
reliefs for the taxpayer-must be very low on the list of 
priorities. l 





FINANCE ACT 1968 


| Wis ‘Special 
_ Charge — Vi 


THE po powet to make regulations for special charge 
purposes extends to making additional rules peculiar 
to special charge and interest on it; in particular, for 
interested persons to be represented in appeal proceed- 
ings (section 47 (8)). Although income tax rules are 
applied separately for special charge, this does not mean 
that a taxpayer can have, as it were, a second innings 
where he disputes the assessability of a particular item 
of alleged investment income. If an assessment or 
decision which may affect the amount of the aggregate 
investment income has become final and conclusive for 
the purposes of the Income Tax Acts, it is also final and 
conclusive for special charge purposes. (section 43 (9)). 

There is express provision for time limits for assess- 
ment. The Revenue may make an assessment at any 
time when a 1967-68 assessment to surtax could be 
made (section 43 (10)), The precise meaning of this 
provision is not clear. On the face of it, it makes April 
sth, 1974, the deadline. However, where the taxpayer 


has been negligent or fraudulent it may be that the. 


net result is that the time limit is extended under the 
provisicns contained in Part III of the Finance Act 
1960. 

It is difficult to imagine a situation in which an 
individual who is liable to special charge is not also 
liable to surtax for 1967-68. The information necessary 
to enable his surtax liability to be calculated will 
usually be sufficient to enable his special charge to be 
computed, subject to rights in relation to close com- 
panies and trusts. However, section 43 (11) gives the 
Revenue further inquisitorial powers. No person can 
be a target of these powers unless two conditions are 
satisfied as follows: | 


(a) it appears to the Revenue that the special charge 


may be (i) payable by or (it) recoverable from 
him; and 

ib) it appears to the Revenue that he has in his 
possession any information relevant to the assess- 
ment or recovery of the special charge. 


Section 43 (11) does not say, in terms, that the special 
cherge ir (5) must be the special charge in (a), ie, the 
special charge which is payable by or recoverable from 
the person, but this seems to be the proper inter- 
pretation. 

Given that a person falls within both (a) and (b), the 
Revenue may, by notice in writing, require him to 
furnish tə them, within the period specified in the 
notice (which must not be less than 30 days), such 


.particulars as they consider necessary for the purposes 


of the assessment or recovery of the special charge. 
Here again ‘the special charge’ must, it seems, be 
confined to the special charge pavable by or recoverable 
from the person servec with the notice. 

What are the sanctions if the person does not give 
the darticulars? These are imposed obliquely by words 
in section 43 (11) directing that Part III of the Finance 
Act 1960 shail have effect as if section 43 (11) were 
referred to in column 2 of Schedule 6 to that Act ‘and 
subject to any modifications necessary for applying the 
said Part III to the special charge as it applies to in- 
come tax’. In this qucted phrase the phrase ‘special 
charge’ seems to refer to special charge generally, and 
not to the particular special charge recoverable from 
the person served with a notice. Although this manner 
of imposirg penalties by reference has become com- 
monplace since the Finance Act 1rg60 laid down a 
new zode of penalties for income tax and surtax, it is 
none the less objectionable. 

Tke result of these cryptic provisions in section 
43 (r1) is thac if the person served with the notice 
‘fails to comply with the notice’ then he is liable to a 
penalty of up to £50. If the failure continues after it has 
been declared by the Commissioners or a Court before 
whom proceedings for penalty are taken, then there is a 
further penalty of {10 a day. The corresponding 
sanction in relation to special contribution in 1948 
was confined to the case where the failure was ‘without 


| E © TRE 
October 26th, 1968 


reasonable excuse’; 


Inland Revenue ‘consider necessary’ may not in fact 
be in the person’s possession, fat:ure to furnish them 
may arise without any fault on his part. In Wells v. 
Croydon Commissioners (The Accountant, August 24th), 
the taxpayer received a summons to appear before the 


commissioners at a meeting called to. decide- whether 


penalties should be imposed on him for failure to make 
returns. His accountants told him.they would deal with 


the matter and he went abroad: :In his -absence the: 
commissioners imposed penalties: The Court:held that. 
penalties were rightly imposed,. put remitted the ‘case’ 


to the commissioners to reconsider the amount.. ` 
Revenue officials have to make declarations of 
secrecy about income tax and surtax. Section 43 (12) 
imposes on those-who made declarations inithe form in 
Part I of Schedule I to the Income Tax Management 


Act 1964, the same obligations in. relation to special. 


charge. The subsection does the same in the case of 
those who made declarations in the amended form in 
paragraph 16 of Schedule ro to the Finance Act 1965. 
Nothing is said about those officials who made declara- 
tions under Acts before 1964. 

The declarations referred to zbove are made only by 
Special Commissioners, General Commissioners, mem- 
bers of the Board of Referees, znd clerks and assistant 
clerks to commissioners. Declarations by members of 
Board of Inland Revenue are made in a form laid 
down in Part II and those made by inspectors, collec- 
tors and other officials appointed by the Board are in 
the form in Part III. The two latter declarations are not 
confined to any specific taxes so they E be effective 
for special charge. 

Beside the penalties, so-called, for procrastination 
in supplying information for special charge purposes, 
there are extremely onerous provisions for interest. 
The charge is payable on or before January rst, 1969, 
or on the day next following tae making of the assess- 
ment, whichever is later (section 43 (2)). But whether 
assessed or not, special charze carries interest from 
January Ist, 1969, at 4 per zent net until payment. 
However, unless the total interest exceeds £5 it will 
not be exacted (section 43 13)). For special contri- 
bution the interest was 2 per cent. 

The interest is recoverable from the same persons 
as the charge itself (section 43 (A3). Where the assess- 
ment is not made until after January 1st, 1969, which 
will probably be in every case, there is provision for 
surtax relief for the interest accruing from that date 
until the special charge becomes due, i.e. until the day 
after the assessment is made. ‘I'he grossed-up equivalent 
of the interest applicable to that period will be deduc- 
tible in arriving at total income for surtax purposes 
for the year in which the interest is actually paid 
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Bearing in mind that the. particulars which the. 
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(section 43 (elt, Fhis is. the only provision under 
which any tax relief for interest as such can be obtained. 
However, there are tax reserve certificates which offer 
a consicerable saving. ‘They. can be bought at banks in 
denominations of £5 and. multiples thereof, carrying 
4 per cent interest, tax: free, for every complet? month 
to January ist, 1969.-Interest on special.charge will not 
be exacted. where the charge is paid by means of 
certificates bought by January. Ist,:1969.” . 

As an alternative way of avoiding interest, anyone 
who thinks he will have to pay special charge con make 
a payment in advance-of assessment. “This may be 
done by remittance.to the Accountant and Comptroller- 
General oo Inland rentie (A), South. Block, 
showing the eure reference Ee? nd a statement 
that the payment is for special.charge. — 

_ Although the special charge has all the trappings of 
a.tax.on investment income, it is regarded as a tax on 
wealth. We have seen that an individual who died 
before April 6th, 1968, is not.chargeable, no matter 
how large his investment income for 1967-68. Pre- 
sumably this is because the death will attract capital 
gains tax and estate duty on the assets which. pass, on 
death. Of course, if the individual dies on April 6th, 
1968, capital gains tax and estate duty will be payable 
then, but there is no relief from special charge. 

Provision is made in section 47 for relief to an 
individual whose investment income in 1967-68 is 
from assets in respect of which capital geins tax or: 
estate duty is payable in consequence of a dzath which 
occurred before April 6th, 1968. The section is almost 
identical with section 64 of the Finance Act 1948, : 
which gave similar relief from special contribution. ` 
The only difference is that in the 1968 version, capital . 
gains tax has replaced legacy duty and succession duty. 
There are three prerequisites to relief, which must 
be proved to the satisfaction of the Board of Inland 
Revenue, viz: 


(a) in consequence of a death occurring before the 
end of the year 1967-68, estate duty or capital 
gains tax became payable in respect of any 
assets; and 

(b) investment income affecting, whether directly 
or indirectly, the amount of the special charge 
arose from the assets; and 

(c) the amount of that income exceeded what it 
would have been if all estate duty and capital 
gains tax payable in consequence of the death had ` 

been paid immediately on the occurrence of the 
death or other event whereby the estate duty or 
. capital gains tax became payable. 


The reference in paragraph (c) to an event other 
than death on the occurrence of which duty became: 
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payable, no doubt covers the cases where chattels of 
national etc. interest or timber are sold after the death. 
It 1s.not required that this sale shall have taken place 
before the end of 1967-68 but unless it has the require- 
ment of paragraph (c) could hardly be satisfied. The 
relief takes the form of reducing the aggregate invest- 
ment income for special charge purposes. The reduc- 
tion is to be such an amount as the Inland Revenue 
decide is appropriate to offset the excess referred to in 
paragraph (c). ‘Estate duty’ includes Northern Ireland 
estate duty. 

Cases where capital gains tax is regarded as being 
payable in consequence of a death are: 


(i) where the free assets of an individual are 
deemed to be disposed of on his death (Finance 
Act 1965, section 24); 

(ii) where on a death the trustees are deemed to 

_ dispose of trust assets because someone becomes 
absolutely entitled to EE on the death (section 
25 (3)); 

(iti) where a life interest terminates on a death and 

the trustees are deemed to dispose (section 


25 (4)). 
It is evident that although the Revenue will have the 


ACCOUNTANT 


October 26th, 1968 


final word on relief under section 47, some very 
complicated calculations will have to be made. 

A mcre familiar relief is that given ‘by section 48 for 
‘error or mistake’. If it is shown to the satisfaction of 
the Revenue that by reason of an error or mistake in a 
rezurn or statement made for the purpose of the special 


charge (or for the purpose of income tax or surtax) an 


assessment to the special charge was excessive, the 
Inland Revenue must make ‘any appropriate adjust- 
ment’. The claim has to be made to the Controller of 
Surtax and according to the Revenue booklet, I.R. 8, 
it must be made before April 5th, 1974. Assuming that 
the Revenue are relying on the general six-year time 
limit which is imported by reference, then we should 
have thought that a claim lodged by April 5th, 1974, 
would, strictly speaking, be in time. 

As alreadv indicated, where an assessment or a 
decision on a claim has become final and conclusive 
for the purposes of the Income Tax Acts, it is also final 
and. conclusive for special charge purposes (section 
43 (roll, However, the assessment may subsequently 
be edjusted. If it is, then a corresponding adjustment 
of tne special charge follows (section 48 (b)). 


(To be continued.) 





Current 
Affairs 





Share Valuation 


Te are now over half a million private companies 
registered with the Board of Trade and each day 
of the year shares in some of those companies fall to be 


valued. The occasion of the valuation may be due to 


death, in which case estate duty becomes payable, to 
the occasion of a gift, in which case capital gains tax 
is due and, at all times, the Revenue has an interest in 
respect of stamp duty on any transfer. 

According to a paper by Mr A. H English, F.c.a., 
special tax adviser to the Industrial and Commercial 
Finance Corporation, entitled Valuation of Shares in 
Unquoted Companies (I.C.F.C. 5s), the complexity and 
scale of this problem have led the Irland Revenue to 


create a snare valuation division. The significance of 
this fact, notes Mr English, is that ‘taxpayers have not 
attempted to build up a united front against this 
weigt of official expertise’. 

In considering the factors which ultimatel ly deter- 
mine the valuation of unquoted shares, Mr English 
divides them into two groups — the internal and the 
external. Among the former he notes the size of. the 
holding and any restrictions on its transferability; the 
company’s articles should be studied for any life 
directorships, powers to block moves to raise outside 
money, and last but not least, the age, cost and quality 
of the management. In the same category comes the 
asset backing of the shares and the extent of the ade- 
quacy of depreciation. 

Among the external factors, the trend of the business 
and the level of profit are of key importance. It is, of 
course, essential to ensure that the accounts have been 
prepared on a consistent basis — particularly in respect 
of valuing stock and work in progress. The author 
reminds the reader that the recent, growth of leasing 
and variations in advertising expenditure can markedly 
affect the accounting profit. 

The basic facts established, Mr English then exam- 
ines the criteria widely used by the investment analyst 
for evaluating share values, e.g. the price-earnings 
ratio, earnings yield, dividend cover and yield, with 
asset values. Having reviewed the difficulties of valuing 
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minority interests, Mr English, next turns to control- 
ling interests which are chargeable under section 55 of 
the 1940 Finance Act. A final section of the paper deals 
with estate duty problems. 


Wisdom Teeth for City Code? 


T was inevitable that the Chairman of the London 

Stock Exchange, Mr R. F. M. Wilkinson, should take 
the opportunity presented at last week’s Bankers’ 
Dinner to refer once again to the problems created by 
the City Code on Takeovers and Mergers. No one in 
the City would dissent from Mr Wilkinson’s view that 
voluntary agreement is better than statutory control. 
As he noted, statutory control is inflexible and, for such 
reasons, it must in the end be restrictive. What Mr 
Wilkinson was asking for was time. He believes the 
panel will build up a body of case law and expertise 
and, in the best traditions of the City, will display a 
marked ability to adapt itself to new situations. In other 
words he wants teeth for the Code — but of the wisdom 
variety. 

Certainly the Chairman did refer to the question of 
penalties and sanctions, but he stressed ‘that the ability 
to impose sanctions will need to be introduced to a 
wider circle of controlling bodies’. It is clear that he 
wishes such powers to be in the nature of reserve 
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powers with an acceptable voluntary basis of control. 
The controversy generated by recent events will not 
quickly be stilled as long as investment is a matter of 
concern to a wide section of the population. The 
difficulties of the institutions on such occasions are well 
appreciated but it does seem time that such bodies 
should be actively considering means whereby they 
could play a more active and effective part in the matters 
referred to by Mr Wilkinson. 


Manpower Planning 
R ESTRICTIONS on output due to the shortage of 


skilled manpower is a recurrent theme of the 
periodic industrial surveys in more buoyant phases of 
the economy. Furthermore, the high cost of labour — 
due not merely to the level of earnings but also to the 
selective employment tax — now compels employers 
to consider very seriously the effective deployment of 
their labour resources. 

The first issue of Manpower Papers entitled 
Company Manpower Planning, published by the 
Department of Employment and Productivity 
(HMSO, price 6s), argues that although manpower 
planning is a relatively new activity, it should form an 
integral part of the overall planning in any medium- 
or large-sized business. The paper stresses the need for 


erem 


Mr Robert Glendinning, MA C.A., F.C.W.A., President of The Institute of Cost and Works Accountants, speaking at the Members’ 


Dinner held recently in Apothecaries’ Hall, London. Seated to the President's right are The Rt Hon. John Diamond, F.C.A., M.P., Chief 
Secretary to the Treasury, who proposed the toast of the Institute, and The Rt Hon. Lord McFadzean, C.A., Comp.!.E.E., J.Dip.M.A., 
Chairman of British Insulated Callenders’ Cables Ltd. To the President's left is Alderman Sir Bernard Waley-Cohen, Bt, who responded 


to the toast of the guests. 
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Sir Ronald Edwards, K.B.E., D.Sc., B.Com., F.A.C.C.A. 


ELL KNOWN as Chairman of The Elec- 

tricity Council for the past six years, Sir 
Ronald Edwards, K.B.E., D.SC., B.COM., F.A.C.C.A., next 
week begins a new chapter in a varied career when 
he takes up the chairmanship of the Beecham Group 
Ltd on November rst. 
He succeeds another 
eminent accountant, Mr 
Henry Lazell, F.A.C.C.A., 
under whose direction 
over many years the 
group has attained its 
position as one of 
Britain’s leading indust- 
rial companies. 

Sir Ronald, who is 
58, left Southgate 
County School at 15 
and started out in life 
as a junior clerk with 

8 a gas supply company. 
His first taste of the accountancy profession came a 
year later when he joined the clerical staff of a London 
firm of chartered accountants. He was not articled, 
however, and five years later, following correspond- 
ence course studies, he was admitted to membership 
of the former London Association of Accountants 
which was afterwards merged into The Association 
of Certified and Corporate Accountants. 

Attracted by the idea of becoming a specialist in 
taxation he subsequently spent some years in the 
City on tax work. During this period, by further 
study through correspondence courses, he obtained 
a first-class honours degree in commerce in the 
University of London and in 1935 he became an 
assistant lecturer — later lecturer — in accountancy and 
business administration at the London School of 
Economics. At this time he was a frequent contributor 
to The Accountant, his principal contribution 
being a series of articles on ‘The nature and 





anticipating future shortages and, of course, surpluses 
in the labour supply. To this end it outlines a systematic 
approach whereby a company may make a reasonably 
sound assessment of its future requirements. 

The paper explains the need for evaluating the 
present labour position with particular reference to 
the age distribution of staff and its capacities, and 
how it is possible to extrapolate the demand for labour 
into the future on the basis of work study calculations. 
‘The paper points out that the actual methods of fore- 
casting can range from simple guesses or hunches 
about the future to complex mathematical models 
expressing the relationships between manpower levels 
and other business variables. It concedes that there is 
no one best method. Obviously, much depends on the 


measurement of income’ which appeared in 1938. 

In 1940 Sir Ronald left the LSE to join the 
Ministry of Aircraft Production and later became 
finance member and general secretary of the Birming- 
ham War Factories Joint Committee. He was recalled 
to London in 1942 to take up the appointment of 
Deputy Director of Labour at the Ministry. and 
controlled the post-war planning division of that 
department from 1944 until the end of the war. 
After the war he returned to academic life at the 
LSE as Sir Ernest Cassel Reader in Commerce and 
was appointed a Professor in 1949. | 

Appointed Deputy Chairman of The Electricity 
Council in 1958, he took over as Chairman four years 
later and is proud of the fact that during his period 
with the Council it became more efficiency-conscious; 
he believes, too, that the country has seen the last of 
the power cuts. 

Sir Ronald, who was created K.B.E. in 1963, 
continues to take a lively interest in the application 
of academic disciplines to business management and 
will continue to serve on the governing bodies of the 
London Graduate School of Business Studies and 
the Administrative Staff College at Henley. 

He is amember of the National Economic Develop- 
ment Council; Chairman of the Government Com- 
mittee of Inquiry into the Civil Air Transport 
Industry; President of the Market Research Society 
and Honorary President of the British Clock and 
Watch Manufacturers’ Association. 

Sir Ronald served on the Advisory Council of the 
Department of Scientific and Industrial Research 
from 1949-54; on the Ministry of Fuel and Power 
Committee of Inquiry into the Organization and 
Efficiency of the Electricity Supply Industry, in 
1954-55, and on the University Grants Committee, 
from 1955-64. 

Married, with two daughters, he finds relaxation 
in sailing, a pastime which he pursues from his 
seaside home at Weymouth. 


reliability of the available data and the validity of 
projections relating to expected demand in the future. 

The appearance of this new series of Government 
publications is the clearest acknowledgement that 
labour is nowadays Britain’s scarcest economic re- 
source. The present publication certainly provides the 
basis for a logical and rational appraisal of future 
requirements. 


Courses for All 


E will have become apparent from recent reports and 
pictures in these columns that the new season’s 
courses mounted by The Institute of Chartered Ac- 
countants in England and Wales are in full swing. 
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This -week an entirely new course was introduced at 
Brighton — Efficiency in the Office — from. which it was 


hoped both middle management and practising ac-! 
countants might learn something which they could 


put into immediate effect in their own offices and also 
enable the small and medium-sized urms to offer a 
new service to clients. — 


The. Institute’s courses now cover a wide: rane of 


subjects and a study of the reminder notice (appli- 
cation form attached) in the centre of this i issue could 
prove rewarding. 


The Future of the Profession in Ireland 


IL a recent Press announcement the Council of The 


Irish Society of Certified Public Accountants state 
_ that they have given careful consideration to the scheme 
zor the development of the acccuntancy. profession in 


This is My Life 
by An Industrious Accountant 


VW sat sipping our morning coffee last Saturday 
while the least sophisticated member of our little 
group told us excitedly about his visit te a nearby 
new industry of vast wealth. He had been most im- 
pressed. The chief accountant had shown him over the 
financial section, where ‘banked computers hummed; 
tapes coiled with noiseless spzed and switchboards 
crackled with far-flung messages. To describe the 
mental giants brooding behind the vast shining desks 
as Men of Destiny was, we gathered, an understatement 
‘amounting almost to impertinence. 

We listened, mildly sceptical. A monstrous eft of 
old, ‘Tennyson remarked, was lord and master of earth, 
but our group, in its insular drejudice, prefer good 
little "uns to good big uns We tend to raise the 
critical eyebrow at efts. What in particular, we asked, 
did this ostentatious dinosaur do besides recording 
balance sheet figures to the nearest half-million? 

Our LSM looked somewhat shocked at ‘this 
reaction. Well, there was so much big stuff going on, 
he commenced, so many important things to choose 
from. Take labour costs, for.example. He personally 
was beside the big green tabulator when it produced 
the cost of overall employee absences, kroken down in 
tremendous detail, as an essential aid to management. 
Costs to the last quid each month, just fancy, showing 
up the vital leakages! 

In reply to some rather surprised questions he 
elaborated. There was this code, you sze, for weekly- 
paid chaps’ clock-cards as well as for the staff attend- 
ance record that all the supervisors kept. They marked 
S for sickness, A for accidents, H for holidays, L for 
special time off — leave, you know — and so-on. - : 

The girl on the punch- tape then coded: the SAR 
pages into her tape and ran it. through. against the 
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Ireland and: icit Britain issued ‘by. The- Institute- of 
Chartered Accountants in Ireland. They repudiate ‘the 
suggestion that the proposals constitute a scheme for 
the unification of the profession as they contain no 
reference to this Society, which is one of the two 
recognized Irish accountancy bodies’. (The Society 
is an ‘approved’ body for company audit purposes 
under the Irish Companies Act 1963 as are, of course, 
the Irish, English and Scottish Institutes and The 
Association of Certified and Corporate Accountants). 
The Council go on to.say that they will oppose the 
extension of recognition as company atditors in Ireland 
‘to any of the 300 Irish and some 16,000 .British ac- 
countants included in the scheme who are not at present 
so recognized’. Si 
The Society (which is understood to have: a membet- 
ship of something under 200) says it is ‘not opposed to 


itemized salaries on the payroll cards to value the lost 
time. That way they: got all the costs. A special debit 
was raised to highlight them in the monthly profit and 
loss accounts, crediting salaries and wages; copies 
went to the personnel department where they were 
plotted on big wall-charts, and significant bulges on the 
graph were followed up rigorously. 

It seemed to us that only an eft would follow a 
‘significant bulge’. Why on earth, we asked, did they 
waste expensive machine-time and the extra operation 


_ on costing all the absences individually? Why not just 


work to the basic simplicity of man-days, subdivided 
into administrative areas where really necessary? 

After all, the objective was presumably to minimize 
the sort of broken time that the slackers took when 
they thought they could get away with it. ‘I’m ringing 
up for my Bill, sir. Shockin’ bad-cold he’s got - 
probably a touch of flu’ — so I’m keeping him in bed 
today. He expects to be back tomorrow, maybe, if he’s 
better.’ The supervisor (well aware of Bill’s propensity 
for ‘shockin’ bad colds’) who had to deal with such 
cases of malingering there and then, didn’t need to 
know the cost in pounds sterling. Bills record of days 
lost recently should give all the evidence needed for 
appropriate action. 

The LSM seemed aggrieved. Better to keep the 

computer in use rather than. leave it there eating its 
head off, he retaliated. No point in keeping your 
hardware idle; load it to the utmost and make the girls 
find time to do it. Besides, statistics expressed in 
cash values had maximum shock-impact on staff and, 
anyway, the directors wanted dynamic corrective 
action. 

Those directors, we remembered, had lately been 
confronted with a ‘lightning unofficial strike over the 
curtailing of excessive tea-breaks and pay deductions, 
Maybe their expert chief accountant should be churn- 
ing something more constructive out of his hardware. 
Eft’s moreover — particularly monstrous. ones — are 
prone to éxtinction’° ~~~ = ` 
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the unification of the profession in Ireland and is 
prepared to enter into discussions with other recog- 
nized. bodies towards this end’. 


Support for. Irish Auditor-General 


RES all-party Committee of Public Accounts of the 
Dail has now published its final report recommend- 
ing that the Irish Auditor-General should be authorized 
_ by legislation to obtain all the information be requires. 
This follows a serious disagreement bezween the 
Department of Justice in Ireland and the Comp- 
troller and Auditor-General regarding the accessibility 
by the latter to certain files of the Department (The 
Accountant, February 3rd). 

It. is.now for the Government to decide whether to 
introduce legislation, but whether the committee’s 


recommendation will in fact be accepted 1 is still ir in some 


doubt. SS 

The point is of Ee aie importance. 
T'he Auditor-General complained to the committee that 
his request for files needed for the completion of his 
audit had been rejected by the accounting offcer of the 


Value Depreciation 
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Department of Justice on the grounds that the files 
verged on matters of policy. In fact, they appeared to 
deal merely with travelling expenses, ‘witnesses’ 
expenses, and the supply of medicine to Gardai (or 
police officers). 

The Auditor-General stressed that he did not 
investigate policy matters but he did look into the 
implementation of policy and relative administration 
decisions. It was, indeed, his traditional function to 
investigate waste or extravagance and he included 
administrative inefficiency in the term ‘waste’. Without 
the necessary papers he could neither analyse the 
accounts nor sign the appropriate certificate. 

It was the Department’s contention that the Auditor: 
General had no statutory authority to demand papers 
relating to policy or administration, and questions 
about extravagance and waste should be dealt with by 
means of the routine audit query. 


~~ Tr the light ofthe complexity of modern: adminis- 


trative machinery, however, there is no doubt that 
every effort should be made to eliminate waste and 
extravagance, and nowhere more so than in the 
machinery of government. 


or Depreciation Rules for a Sales Price Determination Policy 


by R. P. WRINCH, F.C.A. 


N earlier article, ‘Less guesswork in sales price 

determination”? described an approach to costing 
where that process is to be used to help in deciding 
market prices. This approach is intended for the job- 
bing industry where often the only way to get a first 
approximation of the market price is, in fact, by costing. 
The method is different from the conventional one in 
that all expenditure is put to the test: “Will efficient 
competitors incur a similar cost, so that one might 
expect the market price to stand its inclusion?’ 

Commonly used depreciation methods fail this test 
for the following reasons: 


(1) They are based on original cost of equipment and not 
on replacement value. 


The result of this is that the estimated market price 
varies according to when the plant was bought. For 
example, when a job is done on a machine bought 
some years ago, the depreciation taken into account 
results in the market price being less than for the same 
job:done on a new machine. (‘This assumes that infla- 
tion of plant costs has occurred and has not been fully 
compensated ‘by improved operative efficiency.) 


L The Accountant, August 3rd issue. 


Clearly, both prices cannot be called ‘the price the 
market will bear’. 


(2) They are too conservative. 


Depreciation rates are usually unrealistic, i.e. plant is 
assumed to wear out much quicker than it actually does. 
This causes too much depreciation in the first years of 
its life and none at all in the later years. It is fully 
depreciated before it is worn out. 

But there is a way to discover how realistic one’s 
depreciation figures are. One company divided- the 
piant which had been depreciated on the assumption. 
of 5 years of life, into four groups. ` 


Number of years Average'age 


since purchase if still in use 
Group I 15+ Ips 
Group 2 ` ' IO-I5' 12$ 
Group 3 So 7% 
Group 4 oP ah, 


Against eh group was noted how much plant was 
still <n use. It was found that 65 per cent of Group 2 
plant (bought on average 124} years ago) was-still.in 
use. [t was assumed this plant had, on average, another 
24 years of effective life, giving an average life of re 
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years for 65 per cent of the group. It was also assumed 
that the other 35 per cent, already disposed of, had 
lasted 5 years. ‘Thus the company was able to make a 
reasonable guess that the average real life of the 
Group 2 plant was 12 years in comparison with the 
assumption of 5 years. Similarly, it was found that 
much (30 per cent) even of Group 1 and most (95 per 
cent) of Group 3 was still in existence. Working like 
this and making, it is true, a number of guesses, the 
company estimated the years of average life of these 
plants as follows: 


Assumed life Probable rea! average life 
(years) (years) 
5 12 
I0 15 
15 19 
20 Insufficient evidence 


It is clear that depreciation rates which are too 
high are not ‘efficient’ in the terms of the earlier 
article. Sales prices which include a too high rate 
depreciation will- themselves be too high and those 
which include no depreciation will be too low. 

The reader may observe that the costs and sales 
prices are on average correct (and, incidentally, they 
wiil not be so unless the yearly equipment expenditure 
is a constant). But, in fact, averaging merely causes a 
loss of orders using new plant (i.e. when depreciation 
and therefore sales prices are high) and underpricing 
of orders using old plant (which is past being depre- 
ciated, causing sales prices to be lower). 


(3) An item of plant which turns out to be a bad invest- 
ment continues to be depreciated at the same rate as if 
it were economically viable. l 


This leads to sales prices which, by definition, are so 
high that it is impossible to use tae equipment econ- 
omically. 

When a piece of equipment is found to be a bad 
investment, it is better to accept the fact and write off 
a part of the original purchase price. Enough must be 
written off to allow the cost-based sales price to be a 
price the market will bear and thus allow an economic 
use of the equipment. If a realistic sales price is not 
obtained even by writing the plant down to zero, then 
it is probably sensible to dispose of the plant and free 
the floor space for something more productive. 


(4) Straight-line depreciation, (e, charging the same sum 
every year of the plant’s life. 
As, of course, is obvious, plant deteriorates physically 
over the years and also becomes obsolescent. This 
causes the earnings to decline until they reach zero 
and the plant is retired or replaced. (This concept is 
important and will be amplified in a later article by 
the writer on capital expenditure control which will 
discuss the investment aspects.) 
- Depreciation should be proportionate to the expected 
earnings from the plant. If there is a work-up period 
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before the plant produces its highest profits, deprecia- 
tion should be graded accordingly. The larger the 
capital expenditure, the longer, usually, is the -work-up 
period. Small cost equipment usually reaches full 
profitability in its first year. Its earnings after that 
usually decline in a straight line. 

To calculate depreciation exactly as a propcrtion of 
the declining earnings is difficult and laborious, but the 
‘reducing balance’ method of depreciation is near 
enough to be workable. 


Pliant hire 


The company referred to above was considering, at 
the same time, other problems of costing plant. ‘They 
decided the best means of solving these problems and 
changing the depreciation rules, was to create what they 
called a plant hire budget centre. 

The idea was that the plant engineer was regarded 
as owner of all the plant and facilities. He insured and 
maintained them and hired them out to the manufac- 
turing activities. This device has several advantages: 


(a) the plant hire budget centre is a very convenient 
method of dealing with depreciation figures on 
a special basis. Two different sets of rules can be 
operated: one for tax and published accounts and 
the other for costing; 


(b) it is easy to see at any moment the total cost of 
providing a piece of plant and having :t ready 
for use. This makes it easy (i) to see when a piece 
of plant should be replaced; (ii) to identify which 
plant is not earning its keep and to consider dis- 
posing of it; and (ili) to account for plant moved 
from one part of the factory to another; | 


(c) similar units of plant (e.g. radial drills of one 
size) are grouped together. In this way, it is 
possible to give similar plant identical hire 
charges by averaging out accidental variations in 
maintenance costs. Thus irregularity in sales. 
prices is avoided; | 

(d) it resolves confusion as to who is responsible for 
repairs and maintenance by making it clearly the 
plant engineer. Excess spending no longer 

/ appears as overspending by managers of manu- 
facturing areas. Instead, it shows up a3 over- 
spending by the plant hire budget centre for 
which the plant engineer is responsible. Although 
this is an improvement in this respect, it is still 
not entirely satisfactory; the plant engineer still 
complains of bad treatment of the plant by pro- 
duction personnel while they, in turn, say that 
hire charges are too high because of excessive 
maintenance charges. 


The plant hire budget centre has been operating for 
some years now, though (for other reasons) the 
changes in the depreciation rules have not yet come 
into use. The company therefore has enough 2xperi- 
ence to know that deciding the responsibilty ‘for 
repairs and maintenance has been a positive stzp for- 
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ward in cost control. Having the same hire charge for 
identical pieces of equipment has also clarified the 
situation and made it simpler in the workshops. 

© Plant hire includes all mainienance costs — wages 
and overheads of the large mzintenance department, 
bought-out materials and parts, and bought-out ser- 
vices. Time and materials are bcoked separately against 
each piece of plant. This is done by assigning a code 
number to each identifiable piece of plant and 2 general 
number to non-identifiable plant. A plant register in 
which to make these separate recordings is now fully 
computerized. The computer program includes the 
new depreciation rules. 


New depreciation rules 


These new rules are designed to overcome the failings 
of conventional depreciation methods mentioned 
earlier. They may be outlined as follows: 

1. Depreciation is calculated cn the replacement value 
of the plant. This value is determined in the computer 
program by applying the appropriate Economist plant 
replacement cost index. This figure is not entirely true, 
however, because The Economist index reflects total 
price increases only and does act allow for improved 
operating. A separate account is kept of depreciation 
on the excess of the replacement value over the original 
cost. 


2. Plant is grouped in new categories based on more 
realistic depreciation rates from the data collected as 
shown above. 


. 3. Depreciation continues until the plant ceases to be 
used, even though it may be fully. written off before 
that. A separate account is kept for recording excess 
depreciation. Also in a separate account are the losses 
on plant which may have to be disposed of before it is 
fully written off. If these two accounts remain in 
balance, it means that the depreciation rates are, on 
average, correct. If the excess depreciation figure is 
more than the losses on plant disposals, it shows that 
the depreciation rates are still too high, and vice versa. 


4, When the output of a particular plant turns out to 
be difficult to sell at the price determined (as described 
above and in the earlier article) the plant is suspect as a 
‘white elephant’. It is worth considering the reduction 
of the depreciation charge for such items; if the plant 
is not yet fully written off, this will mean a once-for-all 
lump sum write-off.. If the desreciation charge has to 
be reduced to zero (or Jess) to make a viable sales price, 
it is probably more economic to get rid of the plant to 
free the floor space for better use. 


5. Plant is depreciated only -rom the commissioning 
date and not from the date when the first expense 
occurred. In the company instanced, above, this last 
rule has not yet been adopted because the arguments 
for the ‘reducing balance’ method of depreciation have 
not yet been completed. 


6. Investment grants are deducted: from the spit 
cost to find the figure on which the depreciation is to 
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be based (see earlier article for the full argument). 

These new rules for depreciation change the usual 
besis of accounting and the effect has to be shown 
separately in the published accounts. A company may 
decide against such a change to avoid causing confusion 
in the minds of shareholders. In this case, the usual 
rules for depreciation can be continued for the purpose 
of the published’ accounts, while the new rules are 
used for ccsting and the valuation of work in progress. 

This means that each. year depreciation must be 
calculated by both the old and new rules and the results 
compared. If any difference occurs, an adjustment to 
irventory can be made for the published accounts, 
raking an assumption about the average time cycle of 
work in progress. 

This avoids any problem of how to deal with ‘excess’ 
depreciation, i.e. (a) depreciation on the amount by 
which the replacement value exceeds the original cost, 
ead (b) depreciation on plant already fully written off, 
where this is more than the losses on plant disposed of 
without being fully written off. _ 

- On the other hand, if it is decided to use the new 
depreciation rules for the published accounts as well 
as for cost:ng, a clean sweep should be made and 


(i) if depreciation rates in the past have been too 
high, the over-depreciation which resulted should 
be written back. It is, in fact, arguable whether 
any other wav of treating it is strictly in accord- 
ance with the requirements of the Companies 
Act 1967, Schedule 2, paragraph 27 (2) of which 
states that any excess provisions shall be treated 
as reserves: 


‘Where any amount written off or retained by 
way of providing for depreciation, renewals or 
diminution in value of assets . . . is in excess of that 
which in the opinion of the directors is reasonably 
necessary for the purpose, the excess shall be 
treated for the purposes of this Schedule as a 
reserve and not as a provision’. 


(ii) the two ‘excess’ types of depreciation which the 
new rules create (see (a) and (b) above), should 
be partly recredited to the profit and loss account 
and partly deducted from inventory, in accord- 
ance with the rule that inventory should be 
valued at cost or market value, whichever is the 
lower. 


The new depreciation rules build into the value of 
inventory the excess depreciation which is not a cost 
in the sense intended by the rule. It is easy to calculate 
en adjustment to remove it. The part of the excess 
depreciation which does not have to be deducted from 
the inventory valuation can be transferred to reserve 
or recredited to the profit and loss account. The last 
mentioned is the better as there is no really good 
reason for transferring it to reserve. To calculate a 
reserve for the replacement of plant which will cost 
more than the original plant is a separate process and 
is: best not confused. with the treatment of excess 
depreciation, «cl 3; 
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EDP and German Income Tax 


Regulations 


by RUDOLF J. NIEHUS, Wirtschaftspriifer (Dusseldorf) 


VERY year the German fiscal authorities, like those 

in several other countries, issue a set of income tax 
regulations. These represent mainly an interpretation 
of the opinion of the authorities on the more important 
tax matters, and thus assure equality of treatment as far 
as possible. The updated version is published some time 
in advance of the annual filing date, which — generally 


speaking — is May 31st (for returns prepared by mem- 


bers of the professions — September 3oth). 

Thus, in the spring of this year, the 1967 income tax 
regulations were published as an aid to tax officials, and 
to taxpayers and their advisers in connection with the 
1967 assessments. These latest regulations are parti- 
cularly important because ‘they contain the long- 
awaited pronouncement by the fiscal authorities on the 
validity of books and records kept by EDP. 

The accountancy and tax advisory professions in 
Germany had been looking forward to these rules with 
some interest — particularly after it became known that 
their publication had been postponed several times. 
They are explained in detail below, but it may be 
stated at once that those who expected any revolu- 
tionary changes from the fiscal authorities must have 
been disappointed. The principle that books and 
records kept on EDP have to be maintained in ac- 
cordance with generally accepted principles has been 
confirmed but, in addition, certain aspects of EDP 
accounting have been covered. 


Generally accepted principles 


In Germany, the problem of defining these generally 
accepted principles is not much younger than account- 
ing itself. The new rules refer to ‘books kept in ac- 
cordance with generally accepted principles’, but 
exactly what this means has still to be officially defined. 
Among accountancy authorities it has long been held 
that proper book-keeping requires the following 
principles to be observed: 


(a) completeness; 

(b) factual correctness; 

(c) arithmetical correctness; 

(d) daily entries (å jour principle); 

(e) recording of individual transactions; 


(f) adequate grouping; 

(g) retention and availability of aches 

(h) adequate access to stored data; 

(i) evidence of subsequent changes to entries. 


Specific formal tax requirements 


In addition to the foregoing, the tax authorities have 
always held — as was noted in the old rules which in this 
respect have remained unchanged for 1967 — that cer- 
tain formalities or requirements must be observed if 
the books are to be acceptable for tax purposes. This is 
extremely important if certain tax preferences and 
exemptions are to be claimed, eg the: important 
privilege of carrying forward a loss to the five ensuing 
tax years, or charging as expenses all additions to’ 
fixed assets costing up to DM 800.00 each. 


The requirements are briefly as follows: 


(a) Books must be kept formally and factually 
correct; no particular system has been prescribed, 
however, which means, for instance, that a 
foreign taxpayer may continue to use ths books 
he is accustomed to or which he has been using 
for his foreign parent company. 


(b) An outside expert must be in a position to form 
an opinion on the financial situation of the 
taxpayer without difficulty or delay. 

(c) The principle of å jour (keeping books on a daily 
basis) is spelled out in detail, in that itis specified 
that books (including a petty cash register) be 
maintained d jour (e on a daily basis), and 

- entries made in chronological order. 


(d) Very important because apparently not so 
generally observed abroad as in Germany, is the 
requirement that not only a detailed sales ledger 
but also a detailed suppliers’ ledger, showing the 
transactions with each supplier during the year 
and also containing their names, must be kept. 
Generally speaking, the tax authorities have 
agreed that the detailed sales and suppliers’ 
ledgers may be prepared monthly, and this view 
has been upheld in a Supreme Tax Court 
decision. ; 
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(e) Books must be retained for ten years; and 
invoices, accounting vouchers, etc., for seven 
years. In the case of an ‘open item’ system, 
however, where invoices replace the detailed 
sales ledger, such invoices must stay on file for 
ten years because they are consicered a sub- 
stitute for accounting records. 


Maintenance of EDP records 


The new rules, therefore, which relate to EDP ac- 
counting refer to the accepted tax accounting regula- 
tions and also prescribe that, basically, the books kept 
by EDP must be maintained in accordance with 
generally accepted principles. The rules then go on to 
mention several specific requirements: i 


(a) The system must ensure that data stored on a 
memory core can be printed out at any time 
throughout the year without undue delay. 


(b) Data stored during the year must be printed out 
in full at the end of the fiscal year. 


(c) Summarized figures will be considered acceptable 
only if detailed analyses can be prepared at any 
time without undue delay. 


(d) Programs, flow charts, etc., must be retained for 
ten years if they are necessary for an under- 
standing of the accounts. 


These specific EDP requirements are explained 
below against the background of the generally ac- 
cepted principles previously enumerated. 


(a) Completeness 


It is absolutely essential to ensure that when the 
journal entries are not effected mechanically (for 
instance, by an accounting machine automatically 
coupled to a punch card installation (punched 
tape)) when duplication with the punched card 
or the punched tape is automatically assured, 
daily tabulations are prepared. These then 
represent the basic entries. Naturally, these 
tabulations may be prepared by suppliers, or 
customers, or by daily collections, disbursements, 
etc. 

It would also appear that this principle requires 
the use of certain methods, i.e. pre-numbered 
vouchers, arithmetical checks of data and after- 
listings, and the usual internal control require- 
ments which assure that all input data are actually 
stored and retained for later print-cut. 


(b) Factual correctness 


This is ensured by correct transcription of the 
original business transactions from the vouchers 
into EDP equipment (punch cards, ‘punch tape, 
etc.) and also by the processing inherent in the 
program. 


(c) Arithmetical correctness 


This can: Þe considered as assured in case col EDP 
equipment. P 


(d) Daily entries 


The question of books being d jour has to be 
judged somewhat differently from conventional 
accounting. As mentioned earlier, transactions 
have to be listed by groups. Whether a further 
processing on general ledger accounts is made 
daily, or even monthly, will have to be decided in 
each individual case. Generally speaking, it has 
been held that if print-outs are made once 
monthly, this may be considered adequate. 


(e) kecording of individual transactions 


Sales and collections, for instance, must be 
tabulated daily or weekly, and any amounts 
written off must be disclosed in connection 
therewith. 


(f) Adequate details 


This means that accounting data must be pre- 
pared in such detail that any ‘outside expert’ - 
which includes the tax inspector — must be in a 
position to form an opinion on the financial 
position of the business without undue delay. 

The following actual case must be considered 
a3 a serious violation of the principle of adequate 
grouping. The inventory list of a company had 
been prepared by punched cards. There were 
approximately 5,000 items of which 4,000 were 
grouped together in one figure. Therefore, the 
tabulated listing contained one figure for this 
account plus 1,000 other items. It was held that 
even though the 4,000 items individually were of 
no particular value in relation to the other 
1,000, the principle of adequate analysis 
r2quired more detail. 


(g) Retention of records and vouchers 


In practice, external and internal accounting 
vouchers must be distinguished. As previously 
stated, it is an official requirement that external 
accounting vouchers, such as suppliers’ invoices, 
sales invoices, etc., must be retained for ten years. 
As regards internal accounting vouchers, there 
are usually two categories: 


1) Records of inventory-taking, changes in fixed 
assets, liabilities and/or expenditure and 
income items (e.g. inventory lists, deprecia- 
tion lists, lists supporting the calculation’ of 
reserves, etc.). 


(i) Records which relate only to the flow of data 
through the enterprise (e.g., material requisi- ` 
tion slips, direct and indirect wage accounting 
slips, etc.). 


It has been held generally that the second type 
cf vouchers need to be retained, and they should 
be destroyed only after the annual accounts have 
been examined 

If print-outs are made in summarized form, 
it is not alwavs possible to. trace each and every 
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An NV Engineer Surveyor making a visual examination of the seam welds on a large pressure vessel. (photo: courtesy of Harvey Fabrications Ltd.) 





Inspect very closely 


We always do 


Everything to do with the manufacture of boilers and 
pressure vessels comes under the scrutiny of National and 
Vulcan Special Services. Everything is looked into, 
checked, approved, from production drawings through all 
construction stages to final testing. Nothing escapes our 
eagle eye. 

Our business is to protect the purchaser. And to help the 
consultant, the contractor and the manufacturer. We 
rely, they all rely, on the meticulous skill of more than 700 
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engineer surveyors and a headquarters staff including 
over 100 supervisory engineers. Which is another way of 
saying reliability first is NV first. 

Special Services is but one part of the National and 
Vulcan activity. We also provide the finest plant inspection 
services, including non-destructive testing, backed by un- 
rivalled technical experience and resources. 

If you would like to know how NV can be of service to 
you, please contact Mr. Cyril S. Hayden. 





NATIONAL & VULCAN ENGINEERING INSURANCE GROUP 
14 ST. MARY'S PARSONAGE, MANCHESTER 3. 061-834 8124. 
—OR ANY ONE OF OUR LOCAL OFFICES 
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it looks like hell, yousay 


And so it does. But with some reason. In an indepen- 
dently witnessed research experiment it was left for 
60 minutes in a furnace reaching 1700°F, removed, 
dropped 30 feet on to broken bricks and returned to 
the holocaust for a further half hour at 1790°F. It was 
instantly clear it had had a poor time. But not one 
document inside it had been disfigured. 

On your own Lose your cash, your tangible assets 
even your premises by fire and you can collect on your 
insurance. Lose your documents—records, mailing- 
lists, registers, contracts—and you're on your own. 
You can’t insure them. You can’t replace them. And you 
very likely can’t, as a company, survive without them. 
Worth a thought? 


pe it safe with ChatwoodMilner 


Send for our brochure now. 
Next week may be a week too late. 
To: Chatwood-Milner Limited, 44-45 Chancery Lane, d 
London, W.C.2. Please send me without obligation, R 


(please tick) 


g a brochure [] [] a consultant vd 
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The story of 
Leek and Westbourne 
could be summed up in one 
sentence: in 1958 our assets 
came to £40,000,000; in 1968 
our assets exceeded 
£230,000,000. Which isa 

good reason why you should 
invest with us. 

There are other reasons. 
Security is one. Your money 
is safe with us, soundly invested. Service another. 
We offer expert advice at all our branches: advice 
on investments and savings, accessibility, and 
income tax. We also offer a very good rate of 
interest on whichincome taxis paid bythe Society. 

But it is our dynamic growth, based on long 
experience, that makes Leek and Westbournea 
sound proposition. Money breeds money, if placed 
in the right hands. When you invest in Leek and 
Westbourne, you can safely leave the rest to us. 


Leek and Westbourne 


BUILDING SOCIETY (FOUNDED 1856) 
Member of The Building Societies Association 


Head Offices: 
LEEK: New Stockwell House, Leek, Staffs. 
Tel: (053 82) Leek 4851 (10 lines) 
LONDON: Westbourne House, Westbourne Grove, W.2. 
Tel: 01-229 2440 (6 lines) 
Branches and Agencies throughout the country 
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business transaction back to the original voucher; 


it is accordingly necessary to retain programs, 


block diagrams, etc. 


(h) Adequate access to stored daca 


The tax authorities require, and this requirement 
_ is generally upheld by the accountancy profession, 
that particularly where accounting entries are 
made in ‘invisible form’, such as with EDP, it 
must be possible to determine the balance on any 
account without undue delay. This means that 
where EDP equipment is used, either - direct 
access to storage must be available, or it must 
be possible to print out at any time.the tapes or 
other records containing the account balances. 


(i) Evidence of subsequent changes to accounting 


entries : 
The German cominereial code “provides” that 
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where figures are crossed out on accounting 
records because they were erroneous, the 
alteration must be made in such a way that the 
original figures remain legible. With conven- 
tional punch card equipment, figures can be 
extinguished simply by punching a new card. 
The original cards therefore have to be retained 
and both the old and the new cards must show 
the same numbers. 

With EDP equipment this. requirement usually 
presents a problem. As to changes and amend- 
ments to magnetic tapes, it is generally considered 
ty ke impermissible simply to extinguish the 
original marking and to replace it by a new. 
magnetic‘one. The change must be in such a form 
that it remains noticeable. The general principle 

- is that changes made to dates already stored can 
be made only in that new dates are put into the 
equipment. 
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Portfolio Investments — Aids to 


(i 1 PRIOR CHARGES 


NLIKE the gilt-edged market, to -which it is an 

alternative vehicle for investible fonds, the market in 
prior charges is a mixture of many hundreds of different 
issues: mainly of relatively small size. Issues of less than 
£100,000 nominal are not uncommon, thcugh the largest, 
Imperial Chemical Industries 8 per cent unsecured loan 
1988-93, is £60 million. Factors other than those needed 
in assessing the relative dearness or cheapness of a gilt- 
edged stock have to be taken into account and as well as 
interest rates an assessment of different degrees cf risk is 
required. 


42. The legal distinctions between loan and share capital 
are well known and investors will take account of the 
superior security attached to loan capital but corporate 
investors now have to offset against the protection available 
to holders of debentures and loan stock tne tax advantage 
of receiving franked income from share capital in the form 
of preference shares. It is, theretore, necessary to study a 
wide range of factors before taking a decision on the 
selection of a particular fixed interest security. The follow- 
ing are the most important: 


(1) Marketability 
(2) Industrial risk 
(3) Cover 

(4) Charged assets 


The concluding part of a paper presented at the Cambridge 
Summer Course of The Institute of Chartered Accountants in 
England and Wales. 


Decision-taking - — N 


| by J. RASHLEIGH, F.C.A. 


(5) Borrowing powers, 
(6) Redemption terms 
(7) Capital and income rights 
(8) Voting powers |. 
(9) Yield — loan capital 
(x0) Yield — preference shares 
(11) Convertibles — options. 


43. It may be instructive to set out the implicazions behind 
the various factors. Most of the aids stem from the obvious 
sources of balance sheets and accounts, prospectuses, trust 
deeds and company’s articles, usefully summarized in 
most cases in the Stock Exchange Official Year Book or in 
the cards of one of the statistical services. However, 
additionelly when redemption yields have to be calculated 
precisely the use of bond value tables and occasionally 
compound interest tables, is essential. 


Marketability 


44. Marketability or ‘the ability to be moved’ is affected 
by the size of the market, which is dependenz first on the 
size of the issue — unlike British Government stocks there 
is no ultimate buyer in the form of the Government and 
it may not always be possible to move a line of stock 
without a sharp cut in the price; secondly, by the expenses 
of dealing — stamp duty on: transfer, stockbroker’s com- 
mission and jobber’s turn. It should, of course, be empha- 
sized that prior charges are normally ‘purchased by the 
institutional investor for retention and to that extent 
liquidity is not important and’ expénses az taken into 
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account in the initial yield calculation. However, many 
opportunities do occur for making satisfactory exchanges 
and, furthermore, changes in a fund's policy-may necessitate 
sales of what were previously thought to be permanent 
holdings. 


Industrial risk 


= 45. Here a knowledge is required of the outlook for the 
industry in which a company operates and for its prospects 
within that industry. For instance, to take two extremes, 
a debenture or preference in, say, a ‘large brewery company 
can be expected to have a much higher status than a similar 
stock in a small and somewhat speculative plantation 
company. For, although an investment in an industrial 
company is being considered, it is income which is being 
bought or sold and not an equity, so that yields in risky 
-ventures normally tend to be high -— even though the same 
company’s equity may enjoy for the time being a low yield 
on its prospects for capital growth. 


Cover 


46. Although the trust deed may lay down minimum 
requirements where new loan capital is being issued, it 
will also be necessary for all classes of prior charge to 
study the current balance sheet and the record of earnings 
so as to be sure that satisfactory cover is provided for both 
capital and income. 


Charged assets 


47. A study of the trust deed or prospectus is called for, 
although in practice, provided the original issue has had 
good sponsors, lawyers and trustees, the majority of the 
small print can normally be taken as read. A first-class 
debenture is one which is a first mortgage debenture 
secured by a specific charge on top grade property and 
this type of debenture enjoys the highest stétus in the 
market. It is true, however, that a-debenture secured on a 
poor collection of assets will enjoy a lower-status than the 
unsecured loan of a better known company. and in fact, 
illogically perhaps, a first-class industrial name will allow a 
company to issue an unsecured loan cn terms which do not 
concede very much in relation to first-class debentures. 


Borrowing powers 

~ AR. A company’s borrowing powers are clearly of para- 
mount importance in assessing a loan’s security, especially, 
paradoxically, if it is unsecured. Under borrowing powers 
should be considered also the restrictions as to both capital 
and interest cover which the trust deed imposes on any 
additional borrowings. In assessing the security of prefer- 
ence shares also, a company’s borrowing powers affect the 
potential cover for both capital and dividend and some issues 
still retain a veto on borrowing limits — a valuable protection 
to the holders should a company seek to reorganize its 
capital. 


Redemption terms 


49. In considering redemption terms, where these are 
present, attention must be paid to the price at which a 
‘stock is redeemable, the final date by which it must be 
redeemed if there i is one and the period over which it may, 
at the company’s option, be redeemed. In addition, many 
debenture deeds provide for an annual sinking fund which, 
dependent upon. its size, can have a varying effect on the 
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average length of life of the issue. Use of compound interest 
tables as well as bond value tables may be required in 
making the eppropriate calculations. 


Capital and income rights 


to. With preference shares, which less frequently have 
redemption provisions, the conditions under which the 
company is empowered to repay should be examined., 
Clearly, where a company may repay a share at less than 
its market price, less relevant in these days of high interest 
rates, the holder is in a very vulnerable position, and for 
this reason stock in such a position tends to stand on a 
high yield relative to others. The modern formula for a 
pre-erence share in this respect is the inclusion of a ‘Spens’ 
Case, i.e. provisions for repayment at the greater of a stated 
price or the average market quotation over the previous 
six months. Income is normally cumulative and where it is 
non-cumulative a higher yield must be expected to cover 
the additional risk. A share may also have the right to 
participate in excess income once a certain dividend has 
been paid on the ordinary shares, although these issues are 
few in number and not generally popular. 


Voting powers 


51. Voting powers must be considered when assessing the 
merits of prererence shares. Again, to take two extremes, 
the shareholders of a preference issue which has full 
voting rights and can muster more votes than the ordinary 


shares (a) control the company, and (b) can protect them- 


selves from dilution of their capital and income cover, 
whereas with an issue where shareholders only vote if the 
dividend is in arrear, they have virtually no control on the 
conduct of the company upon which they depend for their 
income. 


Yield — foan capital 


ez. The normal yardstick for te the yield on a loan 
stock is to look for an appropriate margin over a comparable 
British Government stock. For a sound debenture this is 
around ros per cent. Variations from the norm are in 
accordance with the market’s and investors’ assessment of 
the weight to be given to the various factors outlined in 
paragraphs 44 to 49 above. To synthesize all these factors 
requires flair and judgement or willingness to take the best 
availeble advice. Yields on undated securities are a relatively 
simpk calculation, but bond value tables should be used for 
calcu.ation of redemption yields. 


Yield — preference shares 


53. The normal yardstick for preference shares used to be 
20s per cent over a comparable British Government stock 
with appropriate adjustment for the various risk factors. 
However, corporation tax now enhances the value of 
franked income to many recipients and has at the same time 
made preference shares in the capital structure of a com- 
pany expensive to service. Accordingly, management is 
often impelled to repay or exchange into loan capital on 
terms advantageous to holders. Yield gaps have largely 
disappeared and once again it is a question of flair and 
experience to judge in any one case what is ES BEES 
yield relationship. e 


Convertibles — options 
54. Many i issues at the present time give the holders the 
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option to convert wholly or partly into ordinary shares. 
Less frequently some issues carry an option. to: subscribe 
for ordinary shares. In making a.decision to purchase a 
convertible, the basic question to be answered is, “What 
am I prepared to pay for not making up my mind now’? 
First, judgement of the debenture (more often an unsecured 
loan) on its fixed interest basis, bearing in mind its status 
in this respect will show the extent of the premium being 
paid as a fixed interest stock. Secondly, the premium that 
is being paid over the market price of the ordinary shares 
can be calculated. The more volatile the equity and the 
longer the option the more value there is in the option. 
The difference in income between the debentures and the 
underlying ordinary shares can also have a significant effect 
on the calculation. When a purchase is made it is generally 
a question of paying option money to delay a decision, but 
that decision has eventually to be made. An assessment can 
only be made on the basis of personal judgement, but many 
stockbrokers and investment advisers will do the ground- 
work, setting out the situation and advising on a particular 
course of action. 


Conclusion 


55. The investor in prior charges is buying income, but 
the nature of the risk and the lacx of marketability when 
compared with a British Government stock demands an 
adequate margin of yield dependent upon the security. of 
both capital and income. Therefore, the investor or his 
adviser should investigate all available sources of infor- 
mation to assist him in deciding whether the margin of 
yield is adequate in any particular set of circumstances. 


(iii) EQUITIES 


56. I will not insult my readers’ intelligence by attempting 
to define the differences between fixed interest securities 
and equities, Suffice to say, that however many vatiables 


fall to be considered when attempting to value a fixed 


interest stock, there are a great many more when the same 
operation is undertaken for an ordinary share. You will 
later read that some believe the effort expended in attempt- 
ing to rationalize the purchase or sale of an ordinary share 
is so much waste of time. Others are more optimistic or more 
industrious and the remainder of this section is devoted to 
explaining some of the aids used in decision-taking on the 
equity market. gës ) 


57. The aids I-will deal with will be restricted to those 
flowing from the different forms of analysis used in the 
selection of ordinary shares. The choice of shares for 
the equity investor is extremely wide and, unlike the gilt- 
edged investor who has to choose from a comparatively 
short list of stocks with a-fixed coupon and (in most cases) 
a known redemption date, he is faced. with about 4,000 
different companies, even if he confines-his attention to 
industrial and financial companies registered in the United 
Kingdom and quoted on. the London Stock Exchange. 
The institutional investor can probably narrow the field 
somewhat by ignoring any company with an equity market 
capitalization of less than, say, £10 million. But even then 
he will be left with about 500 companies. Furthermore, 
the profits and dividends of every one of these companies 
are liable to alter every year. This is the justification for the 
share analyst with his techniques for investigation in depth 
to assist decision-taking. : 
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58. The more sophisticated methods of share analysis 
(and I would not pretend. that there are any successful 
methods that are entirely free from subjective elements) 
fall into two main types — technical analysis and funda- 
mental analysis. It is important to distinguish the two. 
The technical -nalyst is concerned with the supply of and 
the demanc for the shares of a particular company. He 
makes no attempt to forecast the likely trend of the com- 
pany’s Droits and: dividends: indeed, he might argue 
that the nature of the companys business was of no interest 
to him. He merely examines the fluctuations in the share 
price, togecher with whatever statistics. are available to 
indicate the number of shares being traded, and attempts 
to form. conclusions as to whether the price is more likely 
to rise or fall. By contrast, the fundamental analyst ignores 
the share price history and concentrates on trying to find 
out exactly what the company does, how it is managed and 
what are its prospects so far as future profits and market 
price are concerned. Although much investment advice 1s 
based on a combination of technical analysis and funda- 
mental analysis, it is convenient to consider the methods of 
share selection under these two main headings. l 


Technical analysis 


59. Technical analysis can be adapted either to the 
movement of prices in general or to the movement of the 
prices of individual shares; and for this reason there is an 
earlier reference in the section. on ‘Aids to decision-taking 
on policy’. One of the most interesting recent articles to 
have. been written on the subject was by Peter Freeman in 
the October 1967 Journal of the Society of Investment 
Analysts, entitled ‘Some aspects of technical analysis’, 
to which reference should be made for further informa- 
tion. 


Do Une basic tools of the technical analyst’s trade are 
charts of share prices. In the simplest form these prices 
are plotted daily with a time scale extending over about 
five years. It is usually considered a help ro plot, on the 
same time scale, a graph of the number of shares traded 
each day. A rise in price with a high volume of shares 
traded 1s regarded as more significant than a rise in a thin 
market. Unfortunately, no reliable information is published 
in London on volume, but in America full details of the 
number of shares traded each day are available. 


Dr The chartists have built up an. elaborate jargon and, 
like the ancient readers of the patterns formed by animals’ 
entrails, claim to be able to recognize a variety of interesting 
patterns such as “heads and shoulders’ and ‘double bottoms’. 
Basically, however, they are attempting to fit a straight line, 
or a pair of parallel straight lines, to the price trend. Thus, 
when a share is in a rising channel they will continue to 
recommend purchases, regardless of how much the price 
has risen, until the price breaks out of the channel in a 
downwards direction. Conversely, a share in a falling 
channel will’ not be purchased until the price trend has been 
reversed. The justification of this approach is that share 
price movements are the result of hundreds of different 
investment decisions and no single investor, say the tech- 
nical analysts, can hope to match this fund of combined 
knowledge. All he can hope to do is profit from it by follow- 
ing where others have gone before. 


62. Some justification for this argument cen be found in 
an article published in the December 1967 issue of Fortune 
(pages 216-217). This -article describes the results of a 
share selection system.based on the information contained 
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in the SEC’s monthly ‘Insider: Report’ carried out by 
Mr Perry F. Wysong, an investment adviser.: Once a 
month Mr Wysong counts the number of ‘insiders’ who 
have bought each stock in the lest six months, or exer- 
cised options, deducts from this the number of insiders 
who have sold the stock (regardless of the size of each 
transaction) and publishes a list of the 20 stocks with 
the highest ‘consensus numbers’ for the period. Since 1964 
these lists have beaten the New York Stock Exchange 
composite index by an average of 14 per cent over the 12 
months following publication. By the further refinement 
of eliminating from the lists all shares where the number 
of insiders taking up options exceeds the number of 
outright buyers, the gain relative to the index is increased 
to 25 per cent. 


63. Until recently it would have been impossible to have 
carried out a similar exercise in this country. But under 
the provisions of the 1967 Companies Act the register of 
directors’ shareholdings now has to include holdings not 
only of the directors themselves but also of their families 
and trusts, and is available for inspection daily instead of 
merely in the two weeks before the annual general meeting. 
In theory, therefore, it would now be possible to inspect 
each register once a month and to publish details of all 
changes. In practice, however, this would be an extremely 
time-consuming and expensive task to undertake for any- 
thing like the 1,200 quoted companies regularly reviewed 
by the SEC in the United States. Furthermore, it would 
only cover directors and their families and not, as in the US 
other ‘insiders’ such as senior executives and large 
shareholders. . 


64. Whether or not one accepts the evidence of the 
Wysong studies, it seems to me that there is all the difference 
in the world between following what genuine insiders 
are doing and following what the market as a whole is 
doing. I regard this as the weak lnk in the chartists’ 
argument. Perhaps I should admit et this stage to being 
emotionally more attracted to the fundamentalist approach. 
To me, chartism suffers from the major disadvantage that 
it, in effect, asks the individual investor to abrogate most 
of his own powers of decision-making He is not allowed to 
say, ‘I like the long-term prospects for that company so I 
will buy the shares’, or ‘that share has fallen too far — it is 
now worth buying’. In effect, he can only say, ‘Other 
people have been buying that share, aad its price has risen 
significantly, so I will now buy it as well’. 


Dr, One would have thought that tecnical analysis would 
have been eminently suitable for computerization since it 
depends on consideration of a mass of price and volume 
data, all of which is known accurately — at any rate in the 
US. Surprisingly, however, there have been very few 
computerized systems developed so fer. This is probably 
because the science of technical analysis is still very much 
more subjective than its proponents would care to admit. 
Just as three economists can be relied upon to have four 
different views, so there is no agreement on the precise 
‘rules’ of technical analysis and different chartists will often 
draw different conclusions from the sane chart. 


Fundamental analysis 


66. Unlike the technical analyst, who is solely concerned 
with share prices, and the volume of buying and selling 
the fundamental analyst weighs up the prospects of the 
company and then attempts to decide whether these 
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prospects are correctly discounted by the current share 
price. The chief factors considered ee fundamentalists fall 
into the following categories: 


(1) The company’s record. 

(2) Its management. 

‘3) Its prospects. 

'4) The price/earnings ratio of the shares. 
(5) The dividend yield. 

(6) The asset backing. 


Tha record 


Co It is reasonable to ask why one considers a company’s 
record at all — since share prices are supposed to be dis- 
counting the future rather than the past. However, the 
record, unlike the prospects, is something concrete which 
can be measured precisely and, although Messrs Little 
and Rayner have suggested in their study entitled Higgledy 
Piggledy Growth Again, that the future cannot be predicted 
by projecting past rates of growth, an understanding of 
the past record of a company is an essential prerequisite 
to a discussion of its future prospects. Furthermore, it is 
undeniable that, rightly or wrongly, the market does 
attach some weight to the record. Thus, a company 
with a record of strongly and steadily rising earnings will 
almcst certainly command a higher market status than one 
with a poor record. ‘The emphasis on steadiness of growth - 
is perhaps particularly illogical because, as members of this 
Institute will know, it is all too easy for share price- 
conscious company managements to ‘smooth’ the record 
by means of (perfectly legitimate) year-end adjustments. 


6&. In the early days of investment analysis, much of the 
analyst’s time was devoted to working out the company’s 
record and adjusting ordinary share earnings and dividends 
for subsequent scrips and rights issues. Now, however, this 
information can all be obtained from one of the published 
statistical card services. 


Management 


69. Like the record, management is a factor that should 
really only be considered as part of a discussion of the 
future prospects. It is no good having a well-managed 
company in an industry which is contracting so fast that 
even the best management cannot prevent the earnings 
from falling. Nevertheless, I regard management as one 
of the most important factors that the investor should 
consider when deciding whether to buy a share. But how 
can it be measured? Sometimes the company’s record, 
when compared with other companies in the same industry, 


` speaks for itsel. Impressions gained by going out and 


meeting the directors and senior executives of the company 
may often be of considerable value, particularly if backed up 
by a close knowledge of a company’s business. 


79. It is essential to be flexible in one’s assessment of 
management and not to pigeon-hole a particular company 
as ‘well-managed’ or ‘badly managed’ for all time. It is often 
changes of management that can provide the best buying 
or selling opportunities. The classic case of this occurred in 
1961 when Mr Weinstock sold Radio and Allied to GEC 
and shcrtly afterwards became chief executive of the com- 
bined group. GEC had been drifting downhill for years 
and in rg61 earned only 5-9 per cent on its capital employed. 
Under the new management the return on capital has been 
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progressively improved and in 1967 was 17-7 per cent. The 
share price is now over ten times the 1961 low point. 


Prospects 

ot, The importance of forecasting cannot be overstressed 
since there is a strong correlation between the rate at which 
company earnings grow and the rate at which share prices 
grow. This correlation can be illustrated by quoting the 
results of some research undertaken by Joseoh E. Murray 
of the Northwestern National Bank of Minneapolis. Mr 
Murray, whose results are published on pages 97-99 of 
the January/February 1968 issue of the Financial Analysts’ 
Journal, compared the concurrer.t price changes and 
earnings changes of 204 stocks, covering ten industries, 
for a number of periods ending between 1955 and 1964. 
He divided these stocks into five equal groups, according to 
their rate of earnings growth (i.e. he ignored their P/E ratios 
and yields), firstly over one-year periods and then over 
five-year periods. The results are sammarized below: 


CONCURRENT ANNUAL RATE OF CHANGE IN PRICE AND 
EARNINGS 


(a) One-year period 


Earnings growth Earnings change Price change 
quintile (per cenz) (per cent) 
First +37°3 +174 
Second + 16-5 FIZE 
Third + HA +107 
Fourth + ro + 7:5 
Fifth —13°8 + 32 
(b) Five-year p2riod 
Earnings growth Annual earnings Annual price 
quintile change change 
(per cert) (per cent) 
First Los +-18-3 
Second + 8&2 H134 
Third + 5:2 +2111 
Fourth + r7 + 78 
Fifth — 33 + 39 


72. Practical points to emerge from this table are, firstly, 
that if one could have forecast the rate of earnings growth 
reasonably accurately (even for as short a period as one year), 
one could have selected the right stocks to buy during that 
period, and, secondly, that ever. if one had had perfect 
foresight of the movement of all company earnings over a 
five-year period one could only have beaten the index by 
about 7 per cent per annum if one had selected the first 
group, which was the best growth section, rather than the 
middle group which approximated to the average of all the 
groups. 

73. In my firm we maintain continuous forecasts, up to 
five years ahead, for about r8o of the largest UK industrial 
and financial companies which comprise about two-thirds 
of the total market capitalization of all the UK equities 
of these classes quoted in London. We have been doing 
such forecasts, though not with such a wide coverage as at 
present, for about ten years and we systematically compare 
the forecasts with the results ectually zchieved. Let me 
admit at once that, in the case of earnings forecasts as 
opposed to dividends, this comparison shows a disappoint- 
ingly small correlation over a one-year period and no 
correlation at all over a five-year period. Our dividend 
forecasts have, however, been consideratly more accurate, 
possibly because dividend growth tends to conform to a 
pattern of board-room policy. Despite this apparent lack of 
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success in making long-term earnings forecasts, we persist 
in making them because we believe that a forecas: of both 
earnings and dividends, whether carried out expressly or 
implied, is the cornerstone of the selection of ordinary 
shares by anyone other than a pure chartist. 


74. Our methods have been refined over the last ten 
years, but they are still basically the same as those described 
by two of my colleagues, D. Weaver and B. G. N. Fowler, 
in their paper entitled ‘The Assessment of Industrial 
Ordinary Shares’, which was addressed to the Irstitute of 
Actuaries in April 1960. No doubt they are very similar to 
those employed by other firms both in this country and in 
the United States. In essence, what we do is to start with 
an overall view of the likely trends in the economy over the 
next five years. Our industry specialists then translate this 
overall view into likely trends in output and capacity of 
individual industries and these are, in turn, translated into 
likely trends of sales and profit margins of the leading 
companies which we follow — not forgetting that, in an 
inflationary world, sales value is likely to rise considerably 
faster than output in real terms. We then estimate the tax 
charge (based on the possibly optimistic assumption that 
corporation tax remains at 42% per cent), decice whether 
the company is likely to need any new capital and then 
calculate the earnings per share. Finally we estimate 
dividends using the assumption that the long post-war 
trend towards dividend liberalization has now bzen halted. 


75. It will be seen that the basic data required for this 
somewhat idealistic approach to earnings forecasting 
includes the company’s turnover, profits and capital . 
employed over the main types of activity undertaken; a 
record of the total output and capacity of the industries 
in which it operates and a record of the trend of the 
company’s share of the market for each of its main 
products. Unfortunately, much of this infcrmation is 
often not available and until the 1967 Companies Act 
became law a great many, even of our largest companies, 
failed to publish their annual turnover. However, dis- 
closure cf turnover is now compulsory, as ts the pub- 
lication of much other new information which will be 
of value to the analyst, notably the breakdown of turn- 
over and profits over the principal types of activity, the 
value of exports, the number of employees, the wages and 
salaries bill, the bank interest paid and precise share- 
holdings in all subsidiary and associated companies, 
including overseas companies. A mass of detailed statistics 
of industry output is available from official sources, 
principally the Central Statistical OTice’s Monthly Digest 
of Statistics, and much other information can be found in 
trade magazines. We find it helpful to process about 
500 key statistics on a regular basis, expressing the figures 
as percentage changes compared with the corresponding 
period in the previous year. We then smooth these figures 
by calculating moving averages and plot soms of them as 
graphs. However, much of the industry information that 
one would like to have, e.g. total capacity and market 
shares of the leading companies, is unpublishec and analysts 
have to extract what information they can from newspaper 
and magazine articles (an efficient cutting service is ab- 
solutely essential for any research department), from 
interviews with management and any other available 
sources. Such things as Prices and Incomes Board and 
Monopolies Commission reports, anathema though they 
may be to the companies involved, are a mine of infor- 
mation to the analyst. 
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The price/earnings ratio 


76.. This ratio has come into increasing-use in this 
country since the introduction of the corporation tax 
system in the Finance Act 196s, and is now. the standard 
method of comparing the ‘price’ of one share with that 
of another. It is, of course, no more than the reciprocal 
of the familiar earnings yield, but its use in its present 
form facilitates international comparisons, since P/E 
ratios have long been standard in the United States and 
has probably hastened the inevitable shift in our market 
from one which was basically dividend orientated. Since 
it is such an easy ratio to calculate, the analyst will normally 
perform the calculation himself, starting with the latest 
earnings shown in one of the published statistical services. 
The back page of The Financial Times shows the P/E 
ratios each day for a very large number of shares, but 
it is inadvisable to accept those without question since one 
cannot always be sure on what earnings they are based. 


The dividend yield 


77. Despite the present emphasis on earnings, the 
dividend yield still has significance in share evaluation — as 
witness the fall in price of a share when a dividend is cut 
unexpectedly, and the use of forecasts of higher dividends 
as a defence in a take-over battle. Furthermore, the yield 
- on a share is still of considerable importance to pension 
funds and other investors who pay no tax. 


78. As with P/E ratios, the dividend yield is normally 
calculated by the investor when he comes to consider the 
purchase, using the last dividend rate shown on the stat- 
istical card. There is, however, less room for argument 
about dividends than earnings and therefore little objection 
to taking the yield straight from the back page of The 
Financial Times. 


Asset backing 


79. Ordinary shares are generally valued on trading 
considerations (i.e. P/E ratios and yields) rather than asset 
considerations and many investors ignore the asset value 
altogether. The chief exception to this rule is provided by 
the valuation of investment trusts. When one buys an 
investment trust one buys a stake in a wide spread of 
ordinary shares, both of UK and overseas companies and, 
in effect, obtains a stake in the earnings backing to the 
dividends received from these companies. If one ignored 
this earnings backing and merely calculated the P/E ratio 
on the dividends received one would get an entirely false 
picture of the value of the trust. It is therefore standard 
practice to value investment trusts in terms of the deprecia- 
tion (or appreciation) percentage of their share price 
compared with the current market value of their invest- 
ments less the current market value of their prior charge 
capital and in most cases capitalized expenses. Since most 
trusts publish the market values of their investments only 
once a year, several stockbrokers update these values daily. 
This is a simple but tedious calculation (the movements 
of the various sections of the FTA and Dow Jones indices 
are applied to the portfolio distribution shown in the last 
balance sheet) and nowadays is amost invariably donc on a 
computer. We can thus calculate the approximate deprecia- 
tion percentage of every major trust at any price during the 
day (this depreciation is normally in the range of o~20 
per cent) and by comparison of these figures and of other 
factors such as the gearing of the capital structure and the 
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portfolio performance achieved by the management in the 
pest, can give advice as to whether a particular trust is cheap 
or dear. 


80. Another area of the market where it is usual to look 
at asset values is the property section. Some: property 
companies, particularly those that have a wide spread of 
investments and do not undertake many developments 
of their own, have much in common with investment 
trusts and it is therefore reasonable to value them in a 
similar way. It is probably fair to say, however, that when 
considering shares outside these two sections most in- 
vestors ignore asset value altogether, the argument being 
that the assets are only worth what they can be made to 
eam. On the other hand, I find it dificult to resist the 
co-.clusion that an industrial share standing at, say, less than 
hal the asset value (excluding goodwill) is cheap, even if 
it is currently making a loss. I appreciate that this involves 
taking a long view, that the company will eventually prove 
attractive to a take-over bidder or to new management who 
will be able tc improve the return on capital, but I have seen 
this very thing happen many times in the past. For in- 
staxce, the GEC shares, mentioned previously, were 
standing at one-third of their asset value when Mr 
Weinstock came into the company in 1961, but at the time 
of writing are standing at over twice the estimated asset 
value (cum AEI). The converse of my interest in shares 
below their asset value is no more than a rule of thumb, 
but I personally dislike paying more than about five times 
the asset value (excluding goodwill) for any share. 


81. When. the fundamental analyst has closely investi- 
gated all the factors set out in paragraphs 67 to 80 above, 
and set them out in a written analysis, he will be expected 
to come to a conclusion as to whether the shares of the 
company are dear or cheap and, if advising a fund manager, 
whether they are a suitable long-term investment. This 
assessment is generally made on the basis of personal 
judgement but it is possible for a computer to be. called in 
to quantify the various factors in relation to the price by 
mears of a formula previously tested by experience against 
general market price performance in relation to these 
factors. The letter method is set out in paragraphs 86 to 
go to follow. 'The first method is personal and relies on an 
individual’s judgement and perhaps suffers from his 
prejudices; the second method is impersonal and relies on 
the general validity of the formula. Both methods fail if 
the forecasts are appreciably wrong. In any event, when 
the work is dore and demonstrated in writing it is of value. 
to the investment manager if onlv for him to crystallize 
points of disagreement and make his own assessment. 


82. The use of computers in fundamental analysis falls 
into three, quite separate, categories: 

(x) Routine calculations. 

(2) Information retrieval. 

(3) share selection systems. 


Routine calculations 


83. I have already mentioned that investment trust 
calculations are greatly simplified if carried out on a 
comptter. This is but one example of the way in which all 
routin= investment calculations are generally being handed 
over to the computer. It is a process that is taking place in 
all fields of industry and commerce and needs no further 
amplification by me. 
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Information retrieval 


84. One of the major problems in zhe inves-ment world is 
the collation, storage and quick retrieval of the mass of 
information that comes in every day. This again is a 
problem that is shared with most, if not all, other industries 
and professions. I have already mentioned the principal 
sources of information coming inte a stockbroker’s office. 
They are: company accounts (or statistical cards), official 
statistics, newspaper articles, reports of company visits 
and discussion and — last but not least — share prices of 
some 4,000 quoted UK companies. ‘This information can 
be used to answer the sort of questions than an investment 
manager might want to ask when offered shares in, say, 
Hoover. For example, he might ask, ‘How have washing 
machine home sales and exports grown during the last 
ten years? How have Hoover’s sales and profit margins 
grown during this period? What is Hoover’s P/E yield 
and asset backing, how do these compare with the average 
tor equities generally and how have the relative. figures 
moved in the past? What have the management said about 
current prospects? What is the latest trend of the industry 
statistics?’ All these questions zould be answered by 
traditional means but it would take time, particularly 
where one was trying to answer questions on industry 
statistics as well as on the company’s own record. Since 
rapid decision-taking is of the esssnce in investment there 
is a very strong case for putting as much as possible of the 
daily inflow of information intc a computer and then 
programming the computer to provide the answers to the 
questions that are most likely to be asked. 


85. There are already two such information retrieval 
systems being operated in London: one by stockbrokers 
Messrs Hoare & Co and one og Intinco Ltd (now a 
subsidiary of IPC) who provide on-line facilities, via a 
keyboard, to a number of subscribers. In addition to 
answering individual questions, both these systems have 
also been programmed to answer search questions such 
as: “List of all the companies worth more than {1-5 million 
with P/Es under twenty, more zhan eo per cent of their 
output exported, more than ro per cert of their assets in 
cash and a current dividend less than 75 per cent of the 
high point in the last five years’. Iz would take an impossibly 
long time to get the answer to such a question by manual 
means; on the other hand, one can get the answer very 
rapidly from a computer and, indeed, instantaneously, if 
the computer is real time. 


Share selection 


86. It is important to realize that information retrieval, 
valuable though it is, does not tell you which share to buy. 
It answers questions and provides you with tables and 
graphs which help you to make up your own mind. The 
use of computers for share selection based on fundamental 
analysis is relatively novel and still in a stage of experiment 
and development. I can only comment oi the system used 
in my firm, which: is based on multiple correlation 
techniques. 


87. Basically, what we set out to do is to find the weights 
that should be attached to the various factors that are 
considered by fundamentalists before purchasing a share. 
Every investor will tell you thac, other things being equal, 
he prefers a company with a zood record. But it would 
be a rare investor indeed who could tell you just how 
much higher a P/E he would accent if the record showed, 
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say, continuous growth at ro per cent Der annum rather 
than irregular growth averaging 5 per cent per annum. 
Nevertheless, the market price of each share must reflect 
just this sort of decision by thousands of investors and, 
if one looks at enough shares, one should be able to find 
the average weight placed by the market on each of the 
principal factors. 


88. As already stated, we confine our attention to about 


180 shares. For each of these stocks we maintain forecasts 


of annual earnings and dividends up to five years ahead. 
Once a week we collect the latest share prices and get the 
computer to carry out a multiple correlation analysis to 
find the best estimate of the weights (am a), etc.) for the 
following equation: 


log y=ay-+a,logx,+ ... --a,logx, 
where y==the dividend yield 
X,=the payout rate | 
Zus tbe historical (ten-year) earnings variability 
x, == the historical (five-year) earnings growth rate 
X,==the forecast one-year earnings growth rate 
X,==the forecast dividend growth rate to the fifth year 


I will not go into a precise definition of these terms (full 
details can be found in a paper given by two of my 
partners, D. Weaver and M. G. Hall, to the Institute of 
Actuaries in January 1967 entitled “The Evaluation of 
Ordinary Shares Using a Computer’) but should, perhaps, 
mention that in calculating the yields, payout ratios and 
forecast growth rates we start from the forecast position 12 
months ahead rather than using historical data. ] should 
also explain the apparently surprising omission of any 
term for the P/E ratio — our system has sometimes been 
criticized for being ‘dividend orientated’. In fact, ‘since 
there is a term for yield (dividend/price) on the one side 
of the equation and for payout (dividend/earnings) on 
the other side, the P/E is, in effect, included. We have 
tested the system using an equation based on P/E rather 
than yield and the end result was exactly the same. 


89. Having arrived at the best estimate of the weights 
(ay, aa, etc.) the computer applies these weights to each 
share’s x factors to find, for each share, the expected 
yield (y and hence the expected price in a year’s time. 
By comparing these expected prices with today’s prices 
it obtains an estimate of the percentage cheapness or 
dearness of each share. The final print-out gives us a list 
of all the shares covered in order of this estimated 
‘cheapness’. 

go. As I said before, we have been operating the system 
for over four years and it is reasonable to ask how it has 
performed over this period. In their paper to the Institute 
of Actuaries my partners showed the results of a series of 
test portfolios set up once a month from November 1963 
to March 1966. Each portfolio was held until May 1966 
when it was valued and its overall performance com- 
pared with a similar investment in the FTA index. On 
average these portfolios had beaten the index by 3-7 per 
cent per annum. An alternative test permitted the sale 
and reinvestment of any shares held which, after the 
initial selection, subsequently became ranked as dear. 
In this case the average performance of the portfolios was 
6-1 per cent better than the index, allowing full expenses 
of. switching. Unhappily, our performance has deterior- 
ated since then and comparable figures to March 1968 
show an overall performance only around 1 per cent per 
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annum better than the index for the ‘buy and hold’ 
portfolios and about 4 per cent worse where switching 
was carried out. Why has this deterioration come about 
so suddenly? We are fairly sure that the answer can be 
attributed almost entirely to poor forecasting. No system 
can be better than the forecasts on which it is based, and 
the period since May 1966 — which has included the crisis 
measures of July 1966, the H-P relaxation in August 1967, 
the devaluation and 8 per cent Bank rate in November 
1967, the January 1968 cuts in Government expenditure 
and, finally, the deflationary budget and dividend restric- 
tions in March 1968 — has been as difficult a period for 
economic forecasting as it is possible to imagine. As a test 
we ‘jobbed back’ to the beginning of 1967 and re-ran the 
system adjusting for actual results in place of our previous 
forecasts. The outcome was a selection of shares that beat 
the index by as much ae zi per cent over tke following 
12 months, which is strikingly higher than the best figures 
shown in paragraphs 72 and 73 outlining the results of 
3. E. Murray’s investigation. 


Random walk 


or, No discussion of share selection techniques would be 
complete without at least a brief mention of the theory 
cf random walk. Like so many things relating to invest- 
ment, this theory originated in America and interested 
readers can follow the current battle between its pro- 
ponents and its critics in successive issues of The Financial 
Analysts’ Journal. The most important work published on 
the subject in this country is a book by Little end Rayner 
entitled Higgledy Piggledy Growth Again. 


92. The original statement of random walk was that share 
price movements cannot be predicted by looking at past 
movements of share prices — i.e. it was an attack on the 
technical analysts. However, the idea of randomness has 
been widened by Little/Rayner and others into an attack 
on fundamentalists as well. Their main conclusions, which 
confirm American studies, are as follows: 


(1) Past share prices are no predictor of fucure share 
prices; 

(2) The record of a company is no predictor of its future 
growth; 


(3) Yields are no predictors of future earnings growth 
(although there is a tendency for high-cover dividends 
to be liberalized). 


93. Technical analysts must refute the first proposition 
or admit that their approach is useless. Fundamentalists 
are in a better position since no self-respecting analyst 
even suggested that company earnings could be forecast 
by putting a straight line to the past trend. Furchermore, 
Singh and Whittington in a book published this year 
entitled Growth, Profitability and Valuation show some 
results which suggest that there has been some correlation 
between past and future growth in earnings — at any rate 
for the three industries which they studied. Perhaps the 
most surprising conclusion from Little and Rayner’s 
work is that stock-markets are so bad at predicting future 
growth that shares given a low yield rating grow no faster 
than those with a high yield. But considerable comfort 
can be taken from the work of Murray (quotec earlier) 
showing that there is a strong correlation between earnings 
growth and concurrent share price growth, even for periods 
as short as one year. So in the end it all comes back to 
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forecasting. If you can forecast next year’s earnings more 
accurately than by assuming that last year’s earnings will be 
unchanged, you should be able to select the right shares for 
investment. If, on the other hand, your earnings forecasts 
are no better than random, you might just as well select 
shares by sticking a pin into the back page of The Financial 
Traes. 


Ccaoclusion 


94. Those who are sufficiently interested in investment 
to zave read thus far, may be wondering what relevance my 
paper has to accountancy. This is a fair question, as a 
knowledge of elementary accountancy and taxation is only 
a small part of the expertise required by professional 
Investors. 


cs. If the premises in this paper are accepted as sound, 
the inescapable conclusion is that the management of 
substantial institutional portfolios is a highly individual 
occ-pation and that management itself must either be 
broszen down into specialist departments or there must be 
a willingness to rely to a considerable extent on the 
advice of specialists. 


g=. As proof of this, perhaps I should now confess that I 
wo d have found it quite impossible to have covered 
such a wide neld without the considerable assistance of 
my specialist colleagues and I will accordingly take this 
opp=rtunity tc acknowledge with gratitude the help of my 
partners Jan Macaulay, Anthony Twist, Bernard Bavister 
and Martin Gibbs. They and I would be the first to point 
out that new techniques to aid decision-taking are con- 
standy being developed and existing ones improved, so 
that it is likely that this address will appear very dated in 
the zot too distant future, or even by the time my paper 
is presented, . 
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Power Securities 


NE subject dominates the :967 accounts. of Power 

Securities Corporation — the combined write-off and 
loss of over £8 million in the Terscns subsidiary. The 
basics are shown in Note 1 to the profit and loss account 
and in Note 5, in particular, to the balance sheet. The 
background is provided by Lord Renwick in his statement 
with the accounts. At the outset he states that, between 
1960 and 1965, Tersons turnover had increased from 
£13:2 million to {37:2 million and pre-tax profits from 
£140,150 to £858,489. 

Substantial amounts of working capital were provided 
from time to time by the parent company and in 1966 
further ‘large sums’ were advanced for financing certain 
development contracts and capital works. When, however, 
early in 1967, after arrangements had been completed for 
the funding of the cost of the capital works, Tersons sought 
more working capital, the Power Securities beard decided 
that an independent investigatior should be made into the 
cash flow at Tersons and other related matters, including 
the valuation of work in progress. 

On March 8th, 1967, the group auditors — ‘Touche, Ross, 
Bailey & Smart — were asked to investigate. Lord Renwick 
says that when the Power Securities board considered the 
group accounts early in May 1967, they had before them 
audited accounts of Tersons for 1966 showing a pre-tax 
profit of £342,321. Turnover for the year was £378 
million; assurances had previously been scught and obtained 
that the considerably increased valuation of work in progress 
of 'Tersons was a correct assessment and, in view of those 
assurances, the board accepted the Tersons accounts for 


1966. 


For £3:-4 million read £7-5 million 


After the Power Securities annual meeting on June Ist, 
1967, Touche, Ross, Bailey & Smart produced a preliminary 
report dated July 13th which stated tha: there had been a 
possible over-valuation of Tersons work in progress of 
some £3:4 million. 

The Power Securities directors corsulted their legal 
advisers and decided it was necessary for Touche to com- 
plete their investigation before any action could be taken. 
The next Touche report. was dated Seotember 2oth, and 
largely confirmed the original estimate. Power Securities 
shareholders were told on September 22nd, that there was 
a write-off position of £3,494,000 in the Tersons subsidiary. 
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The statement by the board also forecast a loss for 1967. 

Drastic changes in the management of Tersons made a 
much more detailed study possible and, with the benefit 
of information subsequently becoming available with the 
passage of time, it became obvious that the amount to be 
written off assets at the end of 1966 together with the loss 
for 1967 would be increased by a substantial amount. 
Last May shareholders were advised that the total write-off 
would be some £75 million. 

Tersons accounts, audited jointly by Touche and by 
Finnie, Ross, Welch & Co (formerly the sole auditors of 
Tersons) showed that the loss for the year was £2,570,895 
and the writing-off against earlier years £5,521,557, making 
the total £8,092,452 — the increase over the May estimate of 
Zoe million being mainly due to further provisions against 
certain development projects and for estimated losses on 
current contracts. 

The necessity for this further writing-off had arisen 
mainly because the amounts previously estimated to be 
realizable on Tersons contracts were considered to be 
excessive. In addition, inadequate provision was made for 
future losses or reduction in profits already taken and also 
certain expenditure was carried forward which is considered 
to be of no value. Profits of other companies in the Power 
Securities group for 1967 were £1,093,761, and revalua- 
tions of assets, mainly of the leasehold offices of the group, 
resulted in a surplus of £1,585,676. The effect of these 
items and certain other adjustments is that group net assets 
have been reduced from £14,825,803 in the 1966 accounts 
to £9, 520,412 at the enc of 1967. 

No credit, it is pointed out, is included in the figures for 
recovery of tax paid by Tersons for 1965 and earlier years. 
Repayment claims are under discussion with the Inland 
Revenue. The maximurm amount reclaimable is limited to 
tax paid by Tersons in the years concerned ~ approximately 
£1,600,090 — but, in addition, some set-off may be available 
for 1966 and substantial losses will be available for carry- 
forward against ‘T'ersons future profits. 

Lord Renwick stresses that the board has taken legal 
advice throughout regarding the situation at Tersons, and 
Peat, Marwick, Mitchell & Co have been appointed to 
consider 'Touche’s special reports, to assist in the recovery 
of tax from the Inland Revenue (or the grant of tax credits) 
‘and to report so that the Corporation’s legal advisers may 
advise your directors as to what further action, if any, 
should be taken against any person or persons.’ 


Seven leave 


Seven executive directors have left Tersons. An acting 
chief executive, a finance director, a general manager 
(operations) and a construction director have been ap- 
pointed. Overheads have been cut, a plant depot sold and 
head office space reduced. The Tersons plant repair and 
maintenance work is being transferred to the depot of 
another subsidiary. Operations have been reorganized into 
Scottish, Northern and Southern divisions, each under 
an executive director. 

Tersons turnover cf building contracts amounted to 
£30 million in 1967 and turnover in 1968 is expected to be 
£24'5 million. The value of uncompleted work in hand is 
£35 million. It will be some time before the company 
operates to its full potential and the results of economies 
introduced will not be fully felt until 1969. 

Meanwhile, it was announced last week Cat the board 
of Power Securities have received merger proposals from 
British Insulated Callender’s Cables. 


October 26th, 1968 


THE 


ACCOUNTANT 


570 


[245] ut aed uo (11) g anon osje oas- à word : BET 
Uo}RIOdJOD sapunzeg JaMod JO SIUNOII au ul Ce uaag sey el Ca ZE Prezi? 


AvaA BY} 403 sso p 


—_—  , 



































99S'L6b7 Lite? 
ObP'LE Eat ei uopexej uz1a204 
SLZ tr (42) eëtet (4D) Sa2ugaaotle Teudez Aq baiiatap sel 
SEET SS xpi auioaut 
OLE SC XD old 
L89'OS + = xD Uofibs0dz07) 
uonexe uopäurd pazur Leg? 
[TZS] e8ed uo (p) 9 NON osje sasse A BY} 40y 3/fsa2 au UO paseq UOHEXEL E 
[zS] e2ed uo g ao Vas ‘UNODIe ssa] pur IYO4d OF vaye ase seus UO Sasso] pur UO moy PSS FLIP 
SUlWIaIOP YIYA ‘satuRdios Areipisqns aya Aq Ponien si ssas3osd UE YOM yya Aq spoyyewW ous soy (>) 
'SƏAtj 050'06£°T 
FUIYIOM HOUI JO PUI IYI Ie SƏNJVA Sidgetlea./ PpaewWwnsa Jay? OF SJosse paxy JO anyea YOOg aya aanpad 
03 SE OS Sieg aul] 343S, BY3 UO ‘sUOIIdarxe JOUI YIM ‘pasenes S| UOWe>eudap wo) Juey ayy LOS bai LU 
: Rear £90'168'9 
Ope 608 BLE BEU} Juegd pug AQuadoud jo uopepasdaq 
O0+'9L4 OOb'9L} 3$a4030] 49095 UEC} LOL'6ZE'S 
LES S/ 626 LOL qseuazuy yueg 
DE Lost 
Elp oos AOM] JANIN) O3 VOUI 
o00'os  oo0'S Ae) Jəwusoj 03 auawe 0000S 
Gët e 826'8 S1029921¢] sy ee 
EZ£'004} SCD GL SUO!INGIIIUOD sways UOtsUad ZuIpNoU! reaADn2aN sy TECH 
me SIOIIIC] BYR JO UONBIOUNWEY 
:səBaey p pue esnipuadxy (oi 
E, DE Let 
ERO EZ Le SIUBSUIISBAL] PAIOND Jau3c 
POST ot Sta SugUSaAuT Opry TSi 
tS WODU] JUJWZJSAUL (D) 
UOHEKEZ asojag (odd 9961) 134 IUJ 40; SSO SO LS L 
SY? IX BUAL Ul QUNO IDE Ozu: ua) Sareu pue aanzipuadxy ‘owoouy g 
7 di 
9964 
“LOL'6TE'GF JO JUaUNSN[pe dnosZ e103 e Buara oog" Le? JO dnos? ays ut SJIMS sek Ittre i 
03 Zupetai SIP yau Aq paonpas ei suossa 4 JO Sjuatugsh [pe seal Joles oun oi paIngiiaze quNOwWE out HLO FE 
— l “PEL LLP LF 
JO uonexey Ssojaq seat oun Joz sso} dnou? ayy Zureur LIZ'EGO' LF 03 Bupunowe satuedwos dnoid sayi ay3 
jo s34oud oun papnpəp uəəq sey yayma Woy SEB'OLS'TI IOJILIYI St 79g) O3 PIIMqGIIIJL SUOS L JO SSOJ OUL Lët 


“9964 2UIpnjaur pue oi dn seak o ZSS prso SINGLE OF JQJEUOSEIJ It JapISUOD SIONA 
aU? YIM JO TE$'TE0'SF et ‘sJuUNODIe ISIUF UI YIMA ALAP 796] JOJ SSO} S31 YILMA IUII “99g p aqwa ISE 
Je SE SUOSJƏL JO Iadsad UI Ho venu SIUNOWE JI JO [E03 BY) 3uouta1e1e s uewe au UF paurejdxa sy 7 / 


Ho Laa siunoug pur sassoy y 


Sjunodsy asaya Jo yod joia}! up wuoj fapissucjp] soon au 


PAm} Paien Gout paroludosddoup) 3996) 
JUNY 5507 PUL JYO4Y UO o3uEIEg asasapy 


(aAsasay Of 1996) ƏALƏSIY JEJƏUIÐ WOJ ADJsURA E 


PAeM10} FYSNOIG 30014 pozejadosddeur) 


{azisoddo } HoN) 
Sigi Joljiva Jo Joadsai uj squswasn{[py :ppy 


HVA AHL YOd AONYVTYO ASUIAGY 


(ua ed FZ; 19981) sasys Aupuipsg au up 
SOJEYS BUSIIj3Iq “JUSS Jad OH} au UO 
SGNAAIAIO 


Auedutos Aszipisqns jo 
Sigpjoyoseys APIOUIW 07 eigeIngL3np IYO PPY 


{azsodde p 30N} 
UONEKER Jaje Goid 19981) UYIA IHL YOd SSO 


{əzsoddo £ N0N) NOILWXWL 


(ausoddo Z pub ; Saak) uonexe 
Sioiag (fosd 79961) UWIJA HHL YO SSO 


























POS POL LF 
BEOtegt ` 
000‘0Z t 
8£0'r10'T 
FES‘60L 
(49) 690'6E 
£09 srt 
$tz' 208 
cd 
000'0S 
FCK 
(4G) EZ? 
Dear 
995 Lér 
LIB‘Ooh'} 
7 3 
9961 


. | 


¿964 ‘49qQuiazaq IstE papue seak 10} Junoy sso pue FYOLg Paigpiiosuoc3 


JUNOJIY SSO PUL 34YO4g Daigpitosuo3 oY UO SOJON 


sgjueduio> Áaepisqns, pue GALINIT NOILVYOdYOD SIILIYNDAS YIMOd 


571 


THE 


ACCOUNTANT 


October 26th, 1968 








CHY'TH'TIF Zrtergo? 





CHETI 

bel'719'S 

bol'6¢8"9 
y 


996E 








LEU HbCF 


LE SOF 


F 
1N 





-je> uaəq sey Votgtzaidap pu 
03 QOD'ELTI IF Gage sues 





BpE'ZTBE'Z 


O6S'ZOT'EL 

688'LSE'9 

LOZ'68'9 
H 








EZE SC? 
EA St? 


7 
Do warm 


spunowy 





NIRA O[GESI[ESI JOU PEWS JO 3S02 JO JMO] 9YI Ie pənjea uəaq BALY 542035 





OS er? 


Gs oC? 


7 
2509 





s4204S p 


e 


gie 33ed 


uo (11) g AION) Bas—sanyea Josse Jou Zu Lepun 3e satugcd 
-W09 AJRIPISGNS UI 3S9J93U! JO uonenjeaas uo syuawsnfpy "zs 





L60'BLLF 


Zer eo? 


ki 
23N 








ThE SEF 


GAR e 
d 


fo ant 
sunoiy 





soluedwos Areipisqns wosj anp syunowy 


3503 26 SIMEUS 


səajuedwop AIEIPISQns Uf 3s9403Uf C 





EOZ oe? 


Fé LO? 


# 
3502 





Auedwos susued DI 


dnossy {f) 


SJUDUZSSAU] VPTAL T 


3509 33u Zut1nsa1 əy3 UO Pa TNs 


e augid jO 3503 ou Wow; paIonpep uveq savy (0008017 9961) ərp 
$ AUSWISSAU! {4509 ye o4e VINWUINy IIO pus JuSUIdINbs pue yurd 


"TZS aled uo 


g VON V9s—-BAJaSaJ [tides oz ua) usaq Sey 949'S8S' LF oi Suiunows ‘uonRnjeas.s uo snjdsns al 


-old Opno/2 jje JO anjea Jaye ayy Iry? u 
Sea/äoid u! yom Ul papnpoul 
*Aquadoud Juawysəau; MUasas 
SIOISIIP I pue sCO‘SSGPF JO 3503 Je papnjpu! 
*suvak 77 IX9U OY) JAAN VONESE 03 WDalqns Ə 
kawo; pay opigA jwatde> ou yara 03) uopuoT 
pjoysses, aya Zulaq waz, sofew 
oi aunowe panjea os sansadosd 
AyeuSissyjuad osam WOpRury postupy oy3 ul 





799'OLF 





Lot'vOr'eF 
TK 
e 
§8L'06S 
Liook 
ZS Leb 
ZEz‘LOF 








7 
3N 


eenegen 


wegen 


Beecegfbefrërdeeugereuereeert 


962 Kéi E? 
ZEéT ZE 
ZLO'LEE'E 
782061 
642904 
SLE'SL 


889'89 





7 
uoippasdacq 


996} 





99'017 


H 


eege 
Leb Obs 
S9EB6S'S 
£90'b8L 
CC 
Zécet 
OGer/ 








7 
3509 


"BAOGE UMOYS ƏNJLA HOO JOU Ə43 UVYI SSB] JOU SI Salag 





GIS 


SS0'6L0'SF 
KELU OS 
SLI'PTO'T 
90E'969'T 
8Z9'68E'} 
£L5°L99 
SSO GEN 








F 
33N 


ays 'ZOB'ZSB'TI JO BACgE UMOYS ənje 
‘SNjEA IJAJU JO SISeq 343 UO 2964 ‘taqwaq ISLE W Se pan|ea 
dnoa9 947 Ja saadad pjoyasraj pue poyoo.) sofe oy | 


um 





LO8'BEE'p7F 
OST'O9E 
oso‘Z18‘e 
LOS‘ Lat 
B6r‘LLE 
Ge ET 
$0907 








7 
uononbadəg 





ESOU? 


eee 


9S8'L 167 
LëCGL 
Soa Lrgr 
£08'58'T 
9Z4°L0S't 
TZ6'069 
659'6S9 








7 
UOHDNIDA 
40 3805 


OlUIdO ou JO BIE SIOIWALIP IYL “996} aqwa ISLE IW 
BAAM SIOP DYI Aq panjea selztadoid au) oi algengumg SISO Oyj}, 
dai QOO'OREF YIU JO 000'09p7 Jo ‘3802 MOjeq Be YOIGM *SUOIIEN|BA 
uəəq vary saitiodoid pjoyasea] pue ppoyse.y JIO 
q IA YIU QOO'9EE'LF 03 ZunUNOWe (paqiiose uəaq 
f9snoH s[jag Mog 32 dnoss ou JO S9910 ui 1Eaiaut 


A Iëion BY2 JO INO OSL'tHE ‘LF 


Aysodosy proyoowy 
:Auedwiosy 3uedeg DI 


BINT | AUC 


qusurdinby pur jue 


W3 TCHS 
via BUOI—pjoyoses} 


poya 
Aqisdoig 
:dnossy (1) 


querg pur Azradoig f 





Caena EEEE AREE 


996'EES'6F 


pman a 


pSS'EĻ 
000'N79'7. 
000°00S 


Thr'00S'9. 





sjunossy asa jo mod pat up woj Ice pur Lë) saded uo sazou ayy 


SNSVH "2 3 

WOIAANSY 
Kkuedwioy Aivjpisqns E ui 53594193Uf ,SUsployaseYys AJOUN 
(e RoN} Dau) UOJPEAOdIOD $91914NTIG LOMO JO YIOIG Un) 


(Z on) pazur 
UOIZVAOGIOD Sonpnun2ae AGMOd JO [eZ/dED auaa d 


$1039911J 


€Ls'9Lz't C4q) 


LKA 
Ek oeg 
Zeie E 
OO EE 





 geeeegggegmgggggggmggegggmend 


goe Ets ei 
Fo rer 








Zeriegt 
$$0°6£0'S 


7 





Ens‘ots't CA) JUNOJIY SSO} pue AHA 
= ~ DALBSAY [DIU 
(g ao) SBALBSaY ONUBADY 


(g 210) aasasay peden 
Junoy WUNIWadg ILUS 


{4 30N) 
payung UOZIEdJOD SINS Aamo, JO [dep AseuIpAC 


jpeydep AzeUIpPs—E OF VIGNE SBAIESOY pue peden, 
Au GAONVNIS 





EEZC EL S (969°E+? painses) g96p 49338 vjqudedes suvo 
LU op (oi 9 moyn) aunovy uopesienbg xe, 
orosz Xet uiado 


es xog uupvdodsoy 
SOIZPIQE] paaojaq 


sassy guany JAN 








TEO'EES‘Z} 
o>. 2) ssuad 'puaplaiq Ammuipsg 
SEEIZEUT anx paunsasun 'suayueg oi and 
8LO'96E Vogel 
786 FL PENIIIe ISS49IUl YIOIG ULOT 
LL9'686'F SUOIJUSION SUIPNpoUl SUaIIpads) 
SIJINE r] Juan 

S569 LT 
GB EE Yset pue soouueq ueg 

Bos te (Gro? 9964) TIG'EIF PNPA IAAP 

—uleiiig ais ul sazueyoxg 403g UO pazonb sittatysaauy 
DE UaE ZL cuou Fuipa Siac} 
OSEʻ6OE'E (¢ HON) s59430Jd U HOM 
Geo L (p 30N) NS 
T EPS s ajes PUE quguidojeaep 10; proy Arsadoig 
syesslyy JUJAN 
{Z NON} SPUBLUZSOAUY OPVAL 
(LL RON) JULjd pue Aztadosg 
S SLASSV LON 





KC 
Oe Oer € 








SIS EL Lt 


STT'LSL . 
GE 
696" £89 
Zëeétl 





PSO'9SL' FL 





(et Gpf ef 





OO ert 
BOSS ` 


£06'601'81 


Lë acte 
Sé SOL 
LESEL9 





99E' LEG HLF 





Wf 

OO OSC 
OO0 O0s 
FOR SOLL 


FEST SCLUS 





GIE 
L6L'49 

GC 
OO EE 





——— 
+ 


EE 
1L6°949 





LEE‘bOR'SI 
EF6'PLO'TL 





Lei SOE 
LeU OVE 


7 (Ciao? 


9964 





Siaaue d2uLjeq au UO SIJON 


£96} ‘Aequuaceg 3S}¢ JL 7094S o3ugigeg PPHU 


D 


səuedwon Aseypisqng pue GALINIT NOILYNOdJUO2 SAILINNDAS YAMOd 


October 26th, 1968 


THE 


ACCOUNTANT 


572 


"BOGE ‘tequiaidas (ROE 


"CO gebuer 
‘sZuipjing DeAA veopue) "E 


“SZUDJUNODDY Dap 


‘LUVWS 8 ADVE ‘SSOU SIHONOL 


“SEP JELI UO Papus Jea au 40} dno23 au Jo ssop an 
yO pur doo au jo pue Auedutos ay3 JO "L964 IGWA ISLE mg sugue JO aIeIS IYF JO MOHA Hej pUL ane SA? 
"Zued uo 942 Jo sraquiaus sutanuo? SE sey OS "pue Bel ‘Iy saruedwog ays ym due ‘gg a3ed uo Lanou 
03 Ajsepnaied pue3ad Zuraey ‘@AISNIDUE LL 03 9 said UO sa30U pur SJUNOJJE au ‘SdlJVIPISQNs Jo sutnjas YoUuFIG 
Pod PHEUN aWOs UO PUL S103/pNe 49430 JO $3.40d9 IYI UO 'SYOOG IYI JO UOItUIWEXS JNO UO paseg ‘uotuido ano ut 


EEA AAAA 


SAaguia ou oi Juodsy soz pny 


GaLINGT NOILWYOdHOD SIILIYNDIS YIMOd 


RE 


"Z964 Liegua2ec ISLE IW sapllgeIt 3Ua11n3 
PUE S33S5E IUSIIND PUB Pas UJEZI Zujo.aye SJUNOWE Jeune pue sUOIZUDIOI jO uoteautesei JUoZOYIP e 
Wayas o3 (siseq pawns Ajed & uo) pareisa. uag PAB 996) ‘dequia20g IWE yw sosndy eaieseduroy 


Saang[4 oAfSAgduuocH EL 


"J802 EPIDINO BNIEA Josse Jou BSCUM 
Aueduios Aueipisqns Aue jo Jo Sdizjadoud pjoyəseəj pur pyoysa.y s,dnousy aya jo Aut Ip yesodsip 243 jo 
JUSAD AYI Ul est Zeut YD1YyM sei sures jedes Aur JO} SIUNOI22 aan U| ape uaag Seu UOIsIAOId ON (oi 


"(000'8 LF 2996 "97 o 
Zutpnoug pied Ami 30u pjay JUSUISOAU] UL jO Wadea ui ARduIOD aya jO Dutgen Mose LO 
SPIEL] Jusdujjuoy CL 


‘uoltisinboe jo sagep 
3E POIBAUOD ag dSALY sta, ueza ING 4796) aquas Isie Fe 4juew—saniigqer pur syassy Jayo 


"Hoptsiniog Jo sayep Je—syassy paxiy 


*$832p Zutate 
SY2 Ie Zu1n/ aFueyoxs jo SOFEA au JL PƏLIJAUOD Häng ATY SBldUaIIND vätaio UL Sage pur siəssy 
S9}US4IND uZ[9104 U! 5a}3;qUIy pue szassy LI 


"dnoss au 103 (000'ES. 
:9964) O00'+ALF 38 pareutnses ose (reel ‘s9qWU959C] ISLE IP Zuipuessino sunzipuedxe jezide> 201 SE 


SALLE OI 
































OO OÉET 3  OOO'OTS'TF i . $8/0861L 42035 ueoq peinrasuP) ajqi2sJeAUOD “3UAa> dəd Z 
Patt? uopesodion saygianses 49MOg JO 43035 uro ¢ 
(tzi'oss't7) ~ TBO'HES' LF 2961 ‘s9qQuiaceg ALE 3 sasuejeg 
ooo'oos (000009) Sisteue1) 
Loproegg) DëOrteL (are'Z8e'77) 
SƏNLA Jesse Jou ZulApiapun ye sauxedwo 
AAS/PISGHS Uj JsasaqU! jo UODEDIEAGL UO ssuotugsnipy 
{000‘05) pied puspiaig a2usjajaig 
(zpS'Zi) Jead ay? Joj s507] 
ose'aze 000005 £96} ‘Adonune 33] 3e aosureg 
7 H H Aurdwos Juez, {it} 
(ELS‘OLL'TF) EL ‘OS9' LF £96} ‘toqwaraq IspE 3e sasuejeg 
aso'o6e’z  (oso'ose'z) sJəjsue | 
(290‘168'9) l JUNOIIy Sol PUL 10o1/ PayEp!jOsuOT UO o2UEIEO astaApY 
f 929'G85'} (LES e8ed L ao 
. sənsədosd jo uorenpeass WOJ Zuse snjdang 
ÞOS'FBL'L  OSO'OGE'Z Zeite 2964 ‘Adenuer 3s} 3 savuejeg 
7 7 3 dnou (!) 
DEEN 


SSO] PUD 2o4d TGiauze 


S9A/0E0N ƏNUJAƏY ` BA OSOY Jase) SNAINSAY UN USLUGA 




















000'LZ8'Þ7 OOQO'ZTB'+7  000'000'97 
OOO ZC D00 ZC DO opgi Iva D JO aigle AWUIPIO 
o00o'00s 000'00S5 000'005 Yoes LF jO Saseys sdUasIjJaIq DAIZE[NWIND "3Ua2 Jad OF 
7 7 7 
9964 piod Ajin} ` Gesong 
PUD panss} Paz] UOe4Od40D Eatiin2aeg 4BMOY JO Igitdeaaigeug 


"Sauce [eIIdeo Aq Gaiiolep UolIexe? JO} UOIStACUd Saslidwos Junony uolesijenby set ayy (q) 


‘padinbas sasuo] OU et YDIYM JO} UOISIA 
-oad au 'QOQ'OZLF 03 Zupunoug suosua) JO ung 996% oui ui pasueys xel uoresodu07 Joj uae 
UIG “IBAIMOY "seu Ipai7y "aNUuBAaYy buetut IYI YIA SUOIIVIIOZ9U JO QBWOIINO BY JO UOIIIpU! AUR aa? 
93 Auen 003 ei 3j “SUOSUD] JO SIyoad anang ysupEse PaeMdOJ JIR JOJ AL TELJAR 9q [PIM soreo] jBMUDICGND 
PUL 996} 40} oigeiigag sg Anus joas auos UOHIppr ur ng 000'009'LF Ajazewixoudde oy Bununowe , 
Pausaruor Siva 949 U sudssay Aq pled uonexen OF paptr sı baue) Əq YED Ysa JUNOWe LIN xew 
OUT “enueAsy PUEIUT əy3 yaja uotzenoep Japun ase swiep guewAedas yoy JO} saad J3ijiza pur 
Sgel $2 Wadsod ui Patt suossay Aq pied xe yo KADAO204 JOf Junot 83042 UJ papnpu; s; 4paaa opj (ui 


UOIFEXL j, 


‘(seisueduizuo2 9243409 JO} UoIsiAOsd 000'00;7 Pappen osje 
SEM BIGHT 996} UI) SS34304d Uf YOM WOJ) porNpep Us—aq JAVY JUNODIE UO Daiapuai SZui]Ig Osje Sosed (e Uf 


“suossa 


93 S83f{94 OOO'OOS' EF YY JO Gong oi £964 aqua 1S)f 3e 2unoue 43332] 343 JO} SUOISIAOJY ‘pua 
“deed ou JL ESA UI SJILIJUOI UO Sasso) pasedpIaUE Zuipniut Sasso] (US 40} ape S} UCISIAGId SƏSV (E uj 


"S}3BIJUOD asou jo uonajdwos uo 
AjUleus JUNOIIE sso} PUL Iyoud 03 uge) 9JL SIILIJUOJ UO S3YOig “SN]LA PLIU Jou Pajeuliyse uo sunyipusdxa 
"AIS JO JBMO] IYI JV PƏNİLA $| Salsvipisqns BumsesjuoOs ZulsaoulZuea Ie2aia pug DAD JO SSaizdoud Ul YIOAA 


*S33¥4IU03 esou jo ssesZoid 3y3 Julinp Junosoe SSO} puE yyoud 02 

TMP OIE SIILAJUOI UO NYOdd "Paigtoäau ose SJUJUI[IIƏS jeu data Siesta Aq Pred ag |J MA eU? SUNOWE 
PUI JO age $40293.11p IYI SE YIA OO ep LF W £96} IQUA ISLE IE Panjea Yao IALY Suen asay i 
"et JO anfea ou Zuipnput ‘euop JJOM Jo ƏN[VA au Jo sasisuO? Bann SUOSIƏ L JO Seaiäoid ul HOMA 
SESaifoOid OI XOJA E 


bënupug-—siaaue o2ugIeg ou uo S9JON 


sojuedwoy Áteipisqns pue O3UIMI NOILVYOdYOD S3ILIMNDAS YIMOd 


THE 
October 26th, 1968 ACCOUNTANT C 








Pm a Happy Irustee 


I’ve just completed a year’s work on 
one of my Trusts in half an hour! 


My office was cluttered with small Trusts, overloading my clerks and quite 
uneconomic. Then a friend put me on to INVESTMENT ASSURED TRUSTEES 
AND PROFESSIONAL FUNDS (one for income and one for growth). 
They accepted the existing portfolios—issued Units in exchange for many 
securities, and invested the sale proceeds of the remainder in further Units, without 
making any charge for this service. Now they do the work, including the provision of Annual 
Statements, at a very reasonable fee. Midland Bank Executor and Trustee 
Company Limited are Trustees of both funds. 
Beneficiaries are better off. The expert INVESTMENT ASSURED management team— 
there are 13 Unit Trusts in the group, with total funds exceeding £26 millions— 
is in closer touch with the market than | could ever hope to be. 
My desk is clear. The year’s paper-work 
for each of my Trusts, including Capital 
Gains, has been reduced to half an hour. 
Further Information. INVESTMENT 
ASSURED have prepared a booklet 
explaining the service in full. Send for it 
today, and CLEAR YOUR DESK. 


To: Investment Assured Securities Limited 
15 St. Helen’s Place, Bishopsgate, London, E.C.3. 


Please send me your booklet: A COMPLETE 
UNIT TRUST SERVICE FOR TRUSTEES. 
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REMINGTON RAND DIVISION SPERRY RAND LIMITED 
| Remington House 65 Holborn Viaduct London E.C.1. Tel.01-236 1010 
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CONTROL 


If you need 
a bank 
in Bermuda 


The Bank of N. T. Butterfield 
& Son Limited offers you a complete 
modern Banking service including 
@® Comprehensive Investment Advice 
® Trusteeship of Wills and Settlements 
@ Incorporation of Bermuda-based 
Companies and Partnerships 


‘The‘Bank of NT. 


“Butterfield 


& Son‘Ltd. 


Hamilton Bermuda 


London Representative 
Geoffrey B. Clinch, 10 Old Jewry, 
London, E.C.2. Tel: 01-606 0504 
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The number of records that a Company must keep and 
refer to, in the day-to-day operations of business is 
increasing every week, every month, every year. ...an 
ever increasing deluge of paper which, once out of 
control can slowly but surely Strangle a business. 

The more successful the business, the more rapid the 
growth... the greater the problem becomes. Remington 
have studied this problem in depth, and the result of 
their researches has created new cost-cutting techniques 
to answer every aspect of this new hazard in modern 
business. 


REMINGTON RAND 


AUTOMATED RECORDS RETRIEVAL SYSTEMS 


Mi SALES ANALYSIS 


e MADIC e 


pen by Punched Cards 
PROMPT 


ACCURATE 
FLEXIBLE 







Entrust your work to the MADIC Service. 






This automated record retrieval Sys- 
tem houses up to 160,000 letters or 
documents and takes up very little 
space. Operated by one person it 
will deliver any required document 
in seconds. The Lektriever 1 system 
keeps pace with present-day busi- 
ness tempo; it controls the “paper 
explosion”. 


Our charges are reasonable and we have 
20 years’ experience to back our claim 
for accuracy and reliability. 







This is only one of the services we provide. 
Send for brochure. 






Please send me complete details of Remington P d | 


Have thin ur own way wi 
Automated Records Retrieval Systems. &s your o y with 








TA: 
E Sé Sak mca OM Nan igo ig : | MADIC DATA PROCESSING SERVICE 
NE ET EES 13-15 Sheet Street 






Windsor, Berkshire 
Telephone Windsor 63416-8. 
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CITY NOTES 


Foi all the bearishness there is about, the stock-market 
still reflects a determination of many investors to hope 
for the best. They seem to be arguing that if, as is 
popularly forecast, the market is going to wobble between 
450 and soo for The Financial Times share index over the 
next few months then there is no pressing reason to go 
liquid or get out of the market. 

Good September gold and trade figures have helped 
the recovery move as have suggestions of peace moves on 
the Vietnam war front. Postponement of the engineering 
strike, through the near negotiation of a rise in wages based 
on productivity agreements which probably hold as much 
water as a bottomless bottle, has also helped the market 
tone. 

But if at something over 500 for the index, the equity 
market was originally discounting much too much far too 
soon, then there is obviously going to be a profit-taking 
potential in any rally that takes the index to or very near the 
500 level. 

The prospect for the equity market over the next few 
months is for alternate rallies and setbacks and for 
probably some turndown in turnover. As more gains move 
into the long-term gains tax area the potential for profit 
taking will increase. But the recent rally, after the heavy 
drop, shows that equities will still attract support on even 
the shallowest of shake outs. 


* * * * 


H Sir Leslie O’Brien and Mr F. R. M. Wilkinson, 
respectively Governor of the Bank of England and 
Chairman of the London Stock Exchange, gave the City 
take-over code due attention at last week’s bankers’ dinner 
at the Mansion House. Sir Leslie voiced the hope that, 
having once been brought in to referee a take-over code 
contest, he would not be called upon to adjudicate on every 
point of issue in the code. Mr Wilkinson, probably speaking 
for the City at large as well as for the Stock Exchange itself, 
indicated that all concerned with making the code work were 


prepared to see to it that Sir Leslie’s final refereeing would 
not be needed. Since the Gallaher case there have, in fact, 
been no points on which the take-over panel has had to 
judge publicly. This could be because finer points have 
been put to the panel ahead of events or because merchant 
bankers operating in the take-over sphere are, in fact, operat- 
ing to the spirit as well as to the letter of the code. 


* Kä * * 


NE of the most noticeable current take-over develop- 

ments is that there is barely a bid nowadays that does 
not bring a counter bid. The Welch, Margetson clothing 
company, for example, attracted three different bidders and 
the South Wales Concrete Pipe Company attracted two. 
The Tap & Die Corporation board, having rejected one 
bidder, has announced that negotiations are in hand with 
a rival bidder. On the other hand The News of the World 
affair, at the time of writing, looks like being a straight bid 
and defence operation, but that is an exception to the 
current rule. 


* * * * 


Oe of the ‘tender’ method of company share 
offers for sale duly noted that two such offers last week 
only scraped through. Applications just topped the number 
of shares on offer and, in both instances, allotments were 
made at a striking price which was, in fact, the minimum 
price of offer. Against the results of those two issues was set 
heavy oversubscription of a straight offer for sale. When 
offers in both forms are made in the same week there is 
naturally a strong tendency for ‘the stags’ to go for the offer 
for sale as having the better prospect for a premium on 
initial dealings. The argument really boils down to the 
difference between oversubscription and overwhelming 
subscription. Is the prime object of a public share offer to 
secure a hefty premium when business in the shares begins? 


RATES AND PRICES 


Closing prices, Tuesday, October 22nd, 1968 


Tax Reserve Certificates: (28.8.68) Companies 4§% ; 
3% surrendered for cash; Personal 4% 


Bank Rate 
Jan. 26, 1967 .. .. 64% Nov. 9, 1967 .. .-. 64% 
Mar. 16, 1967 .. oa Mo Nov. 18, 1967 .. -- 8% 
May 4, 1967 ,, 54% March 21, 1968 a EN 
Oct. 19, 1967 .. ss 8% Sept. 19, 1968 .. ia ` SE 
Treasury Bills 


Aug. 16 .. £6 18s 1°79d% Sept.20 .. £6 12s 1°75d% 


Aug. 23 .. £6 19s 0°42d% Sept.27 .. £6 11s 652d% 

Aug. 30 .. £6 18s 10°73d% Oet, A .. £6 10s 9°56d% 

Sept.6 .. £6 18s 799d% Oct.11 .. £6 10s 6°79d% 

Sept. 13 .. £6 178 243d% Oct. 18 .. £6 or 10°44d% 

Money Rates 

Day to day 5%6%;% Bank Bills 

7 days vg 54-68% 2 months 648-7% 

Fine Trade Bills 3 months 648-7% 
3 months .. 8-84% 4 months 643-7% 
A months .. 8-84% 6 months 643-7% 


6 months... 8-9 % 


Foreign Exchanges 
New York .. D 2°39 Frankfurt eg 9°52 4% 
Montreal .. a 2°56 48 Milan .. e 1490 43 
Amsterdam ge 8-69 Oslo ih e 17°07 
Brussels 120°34 Paris a” F 11°88 
Copenhagen .. 17'99¢ Zürich .. .. 1026 
Gilt-edged 

Consols 4% ei 53 ie Funding 6% 1993 82 
Consols 24% Ch 33th Savings 3% 60-70 .. 92 %5 
Conversion 3% .. 46% Savings 3% 65-75 .- 76% 
Conversion 5% 1971 94 Treasury 64% 1976 963 


Treasury 34% 77-80 73% 
Treasury 34% 79-81 69$ 
Treasury 5% 86-89 73% 
Treasury 54% 08-12 74$ 
Treasury 24% T EE: 
Victory 4%.. Kë 984 
War Loan 34% .- 471 


Conversion 54% 1974 91 
Conversion 6% 1972 os JA 
Funding 33% 99-04 52$ 
Funding 4% 60-90 94% 
Funding 54% 78-80 83% 
Funding 54% 82-84 GER, 
Funding 5ł% 87-91 79% 
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Integration of the Profession 


Sir, — I have been very disappointed in the way that the 
proposed integration scheme has been put over to the mem- 
bers of The Institute of Chartered Accountants in England 
and Wales, and I get the impression that what the Council 
has taken some years to decide upon, we are expected to 
swallow in a few months. Like a good many small prac- 
titioners I have been open-minded and have wanted to be 
convinced that this proposed integration will really benefit, 
first, the profession as a whole, and secondly, my own 
practice. In neither case do I feel that merger with other 
accounting bodies will provide any real concrete advantages, 
and unless I do I certainly cannot vote in favour. 

We have been told that if we do not put ‘our own house 
in order’ then this might be done for us in the future by 
Parliament. Surely this is a very negative reason for any 
scheme of integration and indeed should any pressure be 
brought to bear to encourage a forced merger then let us 
hope that our Council would have enough strength and 
courage to resist or at least to gain ample protection for its 
members. 

The other central theme of the Council’s arguments is 
that this scheme will raise the education standards of all 
the accounting bodies at one and the same time and provide 
the public with one clear, united and top-class accountancy 
profession. Would, in fact, one accountancy profession ease 
the so-claimed confusion in the public’s eye? Will one 
profession consisting of so many differing viewpoints and 
personalities be really united? Will one profession consisting 
of all types of accountancy provide a much better service 
than the one the different bodies now give? If the answer 
to these questions was a clear and undoubted ‘Yes’, then 
and only then, would an integration scheme be sensible; 
but frankly, I do not think this is the case. 

First of all, we can surely raise our own educational 
standards without going to outside bodies to help us. If in 
the process we lose any less intelligent labour to other 
accounting bodies whose entry standards are lower, as 
feared by some, then surely ours is the gain not the loss. 
By the intake of highly educated staff, our standards must 
automatically be raised and enable us to charge higher fees 
for better work, thus giving us more money with which to 
recruit any lower grade staff we need. Lack of available 
funds is by far the most important reason why any small 
practitioner fails to attract staff. 

We have been asked to consider the scheme as a whole 
and not to take individual proposals by themselves. This, I 
think, cannot be logically done, because the raising of our 
educational standards and the integration scheme are, in 
my opinion, poles apart and certainly the acceptance of 
one should not imply acceptance of the other. 

I do not yet know how we are going to be asked to vote, 
but if there is only to be one vote — either for or against the 
whole scheme — this, I think, would be entirely wrong. This 
could mean either that members would vote for the scheme 


as being the only way to raise our educational standards, 
although in fact they were against integration, or it could 
mean that they would vote against the integration scheme 
and thus lose the chance of improving our own standards. 
Therefore I do sincerely hope we will be given a chance to 
vote on the two issues separately, 

One point which does certainly worry me as a practitioner 
is the inference currently being spread about that we cannot 
now hope to put the clock back and we must accept the 
fact that the Institute now consists of more non-practising 
than practising members and that ipso facto, their interests 
must come first. This to me seems completely against the 
original idea of a professional body, but it is a growing fear 
that practitioners have been feeling for some time. It leaves 
me wondering whether in the event of the scheme being 
voted through (or indeed if it is not so passed) we ought to 
consider forming a separate institute which will consist of 
only those present and future accountants who will remain 
in professional practice. Perhaps the best answer is to form 
two accounting bodies, being those in industry and those in 
practice. Chartered accountants in industry would then be 
integrated with cost and works accountants, and chartered 
accountants in practice would merge with other bodies of 
practising accountants. The responsibilities and duties 
attaching to the profession and to industry are so different 
that one profession representing both does not appear to me 
to be a logical and sensible solution. 


Yours faithfully, 


Birmingham. R. D. SHERWOOD, a.c.a. 


Sir, — The Councils of the professional bodies have earned 
the respect and gratitude of all their members for their 
far sighted and deeply thoughtful proposals for the develop- 
ment of the accountancy profession. As is natural the 
scheme has provoked a good deal of controversy. Much of 
this centres round the reluctance of members to see their 
particular interests in danger of being submerged in what 
could be a large and impersonal organization. 

Practising accountants feel that they will be overwhelmed 
by the large number of members in industry and commerce, 
whilst management accountants are apprehensive that their 
distinctive contribution may not continue to develop with 
the freedom of expression to which they are now ac- 
customed. After all, I can think of no other profession 
which has thought it necessary to create the vast monolithic 
type of structure which could well be the result of the 
proposals in their present form. 

I believe that it is possible within the framework of the 
scheme as it has been propounded to make more fruitful 
provision for the development of the particular interests of 
groups of members. I should therefore like to put forward 
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for discussion an outline of the way in which this approach 
might be put to the Council of a professional body: 


‘That the scheme for the development of the account- 
ancy profession be warmly welcomed but that the Council 
should be asked to study further that part of the proposal 
concerned with the creation of separate “streams” so that 
there could be set up for each stream a National Society 
or Societies each with its own President and Council and 
with some degree of autonomy.’ 


The constitution of such a national society might be 
broadly similar to that proposed for district societies and 
would be intended to form a link between the district 
societies and the enlarged Institutes. 

It is envisaged that each national society would form its 
own district societies which would work closely in each 
area through a joint committee, with each member eligible 
to attend all lectures and functions of the district societies 
in his area irrespective of the particular stream to which 
he belonged. Provision could also be made for members to 
belong to more than one stream provided that they were 
qualified to do so. The full members of each enlarged 
Institute would all be known as chartered accountants, but 
having a distinctive designation according to the stream 
to which they belong. The national societies and the 
designatory letters of their members might emerge on the 
following lines: 


The English Society of Chartered Public Accountants — 
CPA. 

The Scottish Society of Chartered Management Account- 
ants — CMA. 

The Welsh Society of Chartered Government Accountants 
— CGA. 

The Irish Society of Chartered Tax Accountants — CTA. 


It will be noted that provision is included for members 
who may wish to obtain a specialist tax qualification 
although, of course, this is not essential to the proposals as 
a whole. 

I believe that modification of the scheme along these 
lines would go a long way towards allaying the very under- 
standable anxieties of members. With the greatest respect 
for all that has been achieved by The Institute of Char- 
tered Accountants in England and Wales, I think it is fair 
to say that a number of former incorporated accountant 
members have a feeling that something a little distinctive 
was lost when that Institute achieved its present size 
through integration with the former Society. 

What I am sure all forward-looking members want to see 
is the full and free development of professional activities 
so that all members have the fullest opportunity of making 
their own contribution in the discussion and development of 
new ideas. I believe that a structure on the lines that I 
propose could prove a valuable instrument in encouraging 
this to take place within the framework of the enlarged 
Institutes. 


Yours faithfully, 


St Albans, Herts. W. J. PARKER, F.C.A., F.C.W.A. 


Sir, - Mr D. E. T. Tanfield’s letter in your issue of 
October 5th included the statement ‘whether we are pre- 
pared to give ‘chartered accountancy” to so many and 
so varied a collection of people’. 

May I remind Mr Tanfield that a vote has not yet been 
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taken by the members of The Institute of Cost and Works 
Accountants on the proposed scheme for integration. 
When voting does take place, the ‘gift’ of ‘chartered 
accountancy’ may well be declined! 

The selfish, arrogant and narrow-minded attitudes dis- 
closed by Messrs Hand, Window and Tanfield in their 
recent correspondence to the Editor will not endear our 
members to the scheme. 

However, the majority of the members of the various 
accountancy bodies concerned in the scheme probably 
realize that it is the future of the accountancy profession 
that is the most important issue involved and after due 
consideration will vote accordingly. 


Yours faithfully, 


W. L. I. NEWMAN, A.c.wW.A. 
Oakley, Bedford. 


Professional Standards Committee 


Sir, — Except for short references in the 1967 annual report 
of The Institute of Chartered Accountants in England and 
Wales, and in a recent Newsletter, little publicity appears to 
have been given to the Institute’s Professional Standards 
Committee. 

Recently the committees of the South Essex Society of 
Chartered Accountants, and the three groups coming under 
its aegis were privileged to hear a talk given by Mr W. 
Bertram Nelson, c.B.E., F.C.A., the Chairman of the Profes- 
sional Standards Committee. This committee is endeavour- 
ing to tackle some of the most dificult problems which 
face members of the Institute in relation to standards of 
work and ‘best practice’ and in assisting members who, 
through illness or other reasons, are unable to keep abreast 
of their work or who have problems involving professional 
standards. Although the committee is not intended as a 
body for giving consultative advice, it will be responsible 
for issuing statements for the guidance of members. It 
has already begun drawing to members’ attention difficul- 
ties they might encounter by publicizing, anonymously, 
cases which have been brought to its attention. 

It seems apparent that the committee will prove to be 
‘nvaluable to the membership as a whole, but it will not be 
able to function properly without the co-operation of that 
membership. The committee’s scope is great and its 
problems immense, but, if successful, it seems likely the 
committee could be one of the most important ever set up 
by the Institute. Mr Nelson is a most able and suitable 
chairman and the Institute secretariat engaged on the 
problems are anxious that it should be successful and they 
are also particularly understanding of the many and varied 
difficulties involved. 

This brief letter has been written because it is thought 
that many members are not aware of the help which can be 
provided by the Institute through this most able committee, 
and in the hope that it will assist in publicizing the matter. 


Yours faithfully, 


D. E. HEADY, 
Secretary, 


SOUTH Essex SOCIETY 


Romford, Essex. OF CHARTERED ACCOUNTANTS. 
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Irish Chartered Accountants’ 
Residential Conference 


EARLY 200 members of The Institute of Char- 

tered Accountants in Ireland attended the Insti- 
tute’s fifth residential conference held recently at the 
Slieve Donard Hotel, Newcastle, Co. Down. 


Among the subjects considered were the information 
requirements of management and modern auditing 
techniques. Comprehensive plans for future courses 
were also announced, including three which will 
involve the use of computers. Announcing the courses, 
Mr T. D. Lorimer, Sea, President of the Irish 
Institute, referred to the necessity for post-qualification 
training, particularly in an increasingly complex busi- 
ness environment. 


On integration, delegates heard Mr Thomas Kenny, 
F.C.A., Say that integration was ‘necessary both to raise 
the standards of the profession and to protect the 
public’, while any members who thought that auditors 
might be pushed into the background by the manage- 
ment information or taxation specialists were reassured 
by Mr Theodore L. Wilkinson, c.p.a., visiting guest 
speaker from the United States, who said that the 
auditing function, though it might be less publicized 
than some of the other newer aspects of accounting, 
would always remain the cornerstone of the profession. 





Mr T. D. Lorimer, F.C.A., President of The Institute of Chartered 
Accountants in Ireland (/eft), greets Mr Theodore L. Wilkinson, 
C.P.A., guest speaker from the United States, and Mr W. H. 
O'Donnell, F.C.A., Vice-President of the Institute. 





Below. Mr R. N. Crawford, B.Comm.Sc., F.C.A., Chairman, N.I. 
Transport Holding Co (/eft), and Mr N. G. White, F.C.A., Mr J. D. 
Hollwey, F.C.A., and Mr E. W. McDowell, F.C.A., have an 
Opportunity to renew acquaintance at the start of the conference. 





ific 


October 26th, 1968 


ACCOUNTANT 577 


Tax Congress in Montevideo 


VER 300 delegates from 32 different countries attended 
the 22nd Congress of the International Fiscal Asso- 
ciation held earlier this month in Montevideo, Uruguay. 
The British delegation was led by Mr Alun G. Davies, 
President of the British Branch of IFA. Amongst the 
delegates were official representatives of the Revenue 
administrations of 12 countries - though not that of the UK! 
The Congress was welcomed in the Palacio Legislativo 
by the Vice-President of the Republic of Uruguay, Dr 
Alberto Abdala, and the opening speech was made by the 
President, Professor Ramón Valdés Costa. ‘The President 
of the IFA, Dr Mitchell B. Carroll, of the United States, 
was unable to be present and Mr Alun Davies, a Vice- 
President of the Association, addressed the inaugural 
session of Congress. 
The two special subjects discussed at the Congress were: 


(i) the relation between the structures of fiscal systems 
and economic development in developing countries; 
and 


(ii) the territorial limits of fiscal authorities on succession 
and wealth taxes. 


Inflation in developing countries 


On the first subject, the chairman of the working session was 
Professor Maniano Sebastian Herrador, from the Secretario 
Gral Bco de Espana, and the general reporter was Professor 
Enrique Iglesias, Facultad de Ciencias Economicas, Monte- 
video. In his general report Professor Iglesias pointed out 
that fiscal policy was only one of the instruments available 
to developing countries and that the State itself was an 
important investor, under pressures for development of 
infra-structure. He emphasized the need for assuring 
adequate incentives, for the maintenance of the market 
mechanism, and for maintaining fairness between taxpayers. 
He said that developing countries should avoid becoming 
over-ambitious in their eagerness to arrive at their goals 
and that particularly they should not strive to transplant 
tax models in force in industrialized and developed count- 
ries with social and economic structures at a very different 
stage of development. 

The resolution adopted by the Congress on the first 
subject stated that it was necessary to make effective use of 
all revenue resources but with due regard to the risk of 
excessive taxation. The tax system to be applied 
should be clear and simple. There should not be any varia- 
tion between actual and nominal basis of tax, so that invest- 
ment should not be discouraged. Income taxes should be 
integrated with tax on other bases of wealth, such as land. 

Though the role of fiscal policy was limited, an irrational 
fiscal policy could slow down economic development. Fiscal 
incentives did not always produce results of the scale 
expected of them. Above all, tax reforms should be realistic 
and depended fundamentally upon improvement of the tax 
administration in developing countries. 


The debates on the second subject — on the territorial 
limits of fiscal authorities in the field of succession and 
wealth taxes — were presided over by Dr Rubens Gomes de 
Sousa, of Brazil, and the general reporter was Dr Carlos M. 
Guiliani Fonrouge, of the Argentine. 

The general report on the subject was strongly slanted 
in favour of the territorial limits of jurisdiction on estate 
duties and wealth taxes. It stigmatized the residence and 
domicile bases of assessment as obsolete and advocated 
instead a jurisdiction based on the territory where the 
wealth was integrated into the economic system and where 
it was produced, i.e. where the wealth was created. 

The resolution adopted by the Congress on this subject 
did little more than recognize the problems created by the 
adoption of situs by some governments and domicile and 
residence by others. It recommended the avoidance of 
double taxation by international conventions or unilateral 
action for succession duties and that conventions should 
include exemptions or tax credits to avoid potential double 
taxation. 

In addition to the two main subjects scheduled for dis- 
cussion at the Congress, there were three ‘round tables’ on 
special subjects, with debate restricted to specialists. 
Round table No. 1 discussed the tax sparing clause as an 
instrument to promote foreign investment in Latin America. 
Chairman at this round table was Professor Sainz de 
Bujanda, of Madrid, and the general reporter Professor 
Leif Mutén, of Uppsala University. 

Round table No. 2 discussed the improvement of rela- 
tions between tax administrators and taxpayers to produce 
higher revenue. The chairman was Dr Manual Rapoport, 
Director of the Joint Tax Programme, OAS, the general 
reporter was Mr Harold Moss, of the US Internal Revenue 
Service, and the special reporters were Dr Raul L. Cue!lo, 
Secretary General of the Centro Interamericano de Ad- 
minstradores Tributarios, and M. Geoffrey Bellenie, of the 
UK. 

Round table No 3 dealt with fiscal problems of common 
market and free trade areas, especially those related to 
added-value taxes. Chairman was J. Desmyttére, of France, 
and the reporters were Theodore Vogelaar and Pierre Guieu 
(both of EEC), Dr Mauricio Baca Mañoz (Central America 
Common Market) and Dr Gustavo Magariños (LAFTA). 


Social events 


During the Congress, members attended a reception 
given by the Intendente of Montevideo at the ‘Cabildo’, 
a performance of Latin American folklore at the Teatro 
Solis, and an opera performance (Don Giovanni) at the 
Teatro SODRE. They also visited the estancia ‘San 


` Pedro de Timote’ at the invitation of its owner, Dr Alberto 


Gallinal Heber. On the final evening of the Congress there 
was a banquet at the Club Uruguay, Montevideo. 

It was announced at Montevideo that the 1969 Congress 
would be held in Rotterdam, that of 1970 would be in 
Brussels, and in 1971 the venue would be Washington, DC. 
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London Chartered Accountant Students’ 


Annual Meeting 


HE annual general meeting of The Chartered Account- 

ant Students’ Society of London was held on Tuesday, 
October 15th, at Winchester House, 77 London Wall, 
London ECa2, with Mr G. R. Appleyard, F.c.a., President of 
the Society, in the chair. There was an attendance of over 
100 members. 

Proposing the adoption of the report of the Committee 
and the accounts for the year to April 30th, 1968, Mr A. J. 
Cartmell, Chairman of the Committee of the Society, said 
that the format of the report and the accounts had again 
been changed and that a great deal of time had been spent 
on designing and preparing them. He expressed the hope 
that ‘the results of our labours are easy both to read and 
look at’. 

Referring to the scheme for the development of the pro- 
fession, he said that in order to hear the views of members, 
a special subcommittee had been appointed to discuss 
them. Miss Ann Dent was the chairman of this sub- 
committee, and an exploratory meeting had been arranged 
for Tuesday, December 3rd, in the library at 43 London 
Wall, at 6 p.m. 

If members wished to attend, he said, they were invited 
to do so and to send their views in writing to Miss Ann Dent 
at 43 London Wall ‘so that we can go through the general 
tone of the comments and the views of our members’. 


There followed a brisk and sustained discussion on a 
variety of subjects. Among these were: the costs of the library, 
certain items in the accounts, the residential courses, the 
specialist two-day courses, the circulation of the ‘Official 
programme and information’ green pages, control and 
contents of “Ihe Young Accountant’, and the levy paid to 
the Union of Chartered Accountant Students’ Societies. 

The report of the Committee and the accounts for the 
year to April 30th, 1968, were unanimously adopted. 


Election of officers 


Proposing the re-election of Mr Appleyard as President 
of the Society, Mr Cartmell said that this was the second 
annual general meeting at which Mr Appleyard had 
presided. He had many activities but still ‘he has taken a 
great part in the Society’s affairs in the past year and, 
indeed, before that. He presides at our residential courses. 
He comes to our two-day courses, and he came to the 
computer course that we held: he does, in fact, a great 
deal for us’. 

Miss Ann Dent seconded the proposition which was 
carried unanimously. The President then proposed the re- 
election of the retiring Vice-Presidents: Mr Douglas A. 
Clarke, LL.B., Sea, Mr George R. Freeman, C.B.E., F.C.A., 





Mr G. R. Appleyard, F.C.A., President of the Society, addressing the meeting. Seated, sight to /eft, nearest the camera, are Mr Derek 
du Pré, Secretary of the Society; Mr A. J. Cartmell, Chairman of the Committee, and Sir Harold Howitt, G.B.E., D.S.O., M.C., DCL, 
LL.D., D.L., F.C.A., J.Dip.M.A., a Vice-President of the Society. 
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The Chairman of the Committee replies to questions put by 
members. 


and Sir Harold Howitt, G.B.E., D.S.0., M.C., D.C.L., LL.D., 
D.L., F.C.A., J.DIP.M.A. 

This was seconded by Mr D. W. Bridger, B.A., and 
carried unanimously. 


Telegram to Vice-President 


The meeting accepted with applause the suggestion of Sir 
Harold Howitt, put by the President, that Mr George R. 
Freeman, who was over go years of age and ‘is still very 
lively and takes a great interest in this Students’ Society 
and, in fact, in all student matters,’ should be sent a 
telegram from the meeting congratulating him on his re- 
election as a Vice-President. 

Another of the Society’s officers who was willing to allow 
his name to go forward for re-election was Mr W. K. Wells, 
B.à., F.c.A., Honorary Treasurer. Mr Peter Duffell, A.C.A., 
A.T.LI., referred to the ‘difficult task relating to the money 
side of things’ that had been done by Mr Wells faithfully 
and well for many years now, and expressed the Society’s 
gratitude to him. Mr Richard Thomas seconded and the 
proposal was carried unanimously. 


Hon. Auditors 


The re-election of Mr H. O. H. Coulson, F.C.A., a Joint 
honorary auditor, was proposed by the President who said 
that Mr Coulson had looked after ‘this particularly arduous 
duty which has grown enormously in the last ten years or 
so, and we are delighted that he is going to go on and in 
making this proposition’, the President continued, ‘I would 
also like to thank him very much for what he has done not 
only now but in the past’. The proposal was seconded by 
Mr Christopher L. Burr, A.C.A., Immediate Past Chairman 
of the Committee, and carried unanimously. 

The President then said that the other joint honorary 
auditor, Mr R. G. Leach, C.B.E., F.C.A., who had held that 
position for ten years, was unable to stand for re-election 
owing to his duties as Deputy President of the Institute, and 
‘time does not permit him to continue in that office, so 
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that with great reluctance, he has had to give it up. I am 
sure that it will be the wish of the meeting and also of all 
members who have known him that we should formally 
record a very sincere vote of thanks for what he has done 
over the years, and I think it would be your wish that an 
appropriate letter should be sent to him by the Chairman.’ 

The members cordially indicated their approval of the 
suggestion. 

An approach had been made, the President continued, 
to Mr G. B. Judd, M.A., F.C.A., who was willing to serve as a 
joint honorary auditor. His election was proposed by the 
President, seconded by Mr Burr, and carried unanimously. 


Election of Committee members 


There were twelve candidates for the eleven vacancies in 
the membership of the Committee and the following 
members were elected or re-elected: 

Mr Jeremy Barr, Miss Ann Dent (re-elected), Messrs 
A. J. Fletcher, Jeffrey Lawson, John G. Loveridge, Anwar 


N. M. Oosman, C. A. Parritt, a.c.a. (re-elected), Stephen 
>. P. Parry, B.A., John P. Surrey, Colin Wagman and 
G. L. P. Wilson, A.C.A. (re-elected). 


Vote of thanks 


Mr Appleyard was thanked by Miss Ann Dent for taking 
the chair at the meeting. ‘It is a dangerous assignment’, 
she said, ‘to face any general meeting . . . and Mr Appleyard 
has controlled this audience of student accountants, who 
know all about accounts, with extreme ease and efficiency’. 
The meeting expressed their appreciation which was 
acknowledged by the President. 

A vote of thanks to the Secretary and staff was proposed 
by the Chairman and carried with applause. 


institute's film ‘The Business Game’ 


The Institute’s film ‘The Business Game’ was then shown 
and was received with considerable interest. 
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Miss Ann Dent, a member of the Committee, proposed a vote of 


thanks to Mr Appleyard for taking the chair at the meeting. On 
the right are Sir Harold Howitt and Mr Cartmell. 
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Notes 


and 
Notices 





PROFESSIONAL NOTICES 


Mr A. B. ADAMS, A.C.A., announces 
that he has commenced to practise 
under the style of A. B. Apams & Co, 
with effect from October rst, 1968, at 
263 Banbury Road, Oxford (telephone 
Oxford 53241), and 6 Park Lane, 
Wembley (telephone OI-903 2931). 


Messrs ANNAN Impey MorrisH 
announce that Mr C. I. Bostock 
retired from the partnership as from 
October 21st, 1968, to take up a post 
in industry. 


Messrs Cook & Co, Chartered 
Accountants, of Liverpool, Manchester 
and Llangollen, announce that Mr 
STEPHEN GEORGE LAING, M.A., A.C.A., 
was admitted as a partner on October 
Ist, 1968. 


Messrs MELLOR, SNAPE & Co, 
Chartered Accountants, announce that 
Mr K. G. Prmtorrt, F.C.A., has been 
admitted a partner at their Maccles- 
field branch as from October rst, 1968. 


Messrs W. S. PENFOLD, F.C.A., and 
A. B. ADAMS, A.C.A., announce that 
their partnership, formerly carried on 
under the name of PENFOLD ADAMS & 
Co, has been dissolved, with effect 
from September 3oth, 1968. 


Messrs BERNARD PHILLIPS & Co. 
Chartered Accountants, of 76 New 
Cavendish Street, London WI, an- 
nounce that Mr IAN PETER PHILLIPS, 
A.C.A., who served his articles with 
the firm, has been admitted as a 
partner. 


Messrs SILVER, ALTMAN & Co, 
Chartered Accountants, of London, 
announce that Mr E. C. SILVER, F.C.A., 
retired from the partnership on Sep- 
tember 30th, 1968. His services remain 
available on a consultative basis. They 
also announce that Mr A. J. DANSER, 


THE 


ACCOUNTANT 


A.C.A., Mr M. S. G. Heap, A.C.A., and 
Mr R. Macuett, A.C.A., all of whom 
have been senior members of their 
staff for some time, have been ad- 
mitted as partners as from October 
Ist, 1968. 


Messrs WHINNEY Murray & Co, 
London, announce with deep regret 
the death on October gth, 1968, of Mr 
R. K. GRAHAM, B.A., CA. who had 
been a partner in the firm, and in its 
predecessor firm, BROWN FLEMING & 
Murray, for 15 years. 


APPOINTMENTS 


Mr Peter J. Butterworth, FES. 
A.A.C.C.A., Of Bridgwater, has been 
appointed a local director of the 
Friends’ Provident & Century Group, 
attached to the Southern Regional 
Board (South West Area) with effect 
from October rst, 1968. 


Mr Geoffrey Butterworth, B.A.(com.), 
F.C.A., has been appointed group 
financial director of Walker & Martin 
Ltd. He will be succeeded as group 
secretary by Mr Alan H. Morton, 
A.C.A. 


Mr T. H. Hargreaves, F.C.A., has 
been appointed manager of the new 
Wolverhampton office of the Industrial 
and Commercial Finance Corporation 
Ltd. Mr Hargreaves was previously 
deputy to the area manager at 
ICFC’s Birmingham office which 
formerly served all the West Midlands. 





Mr T. H. Hargreaves. Mr D. Longridge. 

Mr David Longridge, a.c.a., has 
been appointed managing director of 
Avis Rent-A-Car Ltd. 


Mr G. F. Cronin, A.C.A., financial 
controller of Hawkins Developments 
Ltd, has been appointed to the main 
board of Hawkins Developments Ltd. 


Mr David Hannah, a.c.a., has been 
appointed secretary of Hispeed Plas- 
tics Ltd, a subsidiary of Bernard 
Wardle & Co Ltd. 


Mr James M. Wallace, C.A., F.C.W.A., 
J.DIP.M.A., has been appointed a 
director of Philip Morris & Co Ltd. 
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DOUBLE TAXATION 
UK/West Germany 


Discussions have been held between 
officials of the Federal German Minis- 
try of Finance and the United King- 
dom Board of Inland Revenue about 
the revision of the double taxation 
convention signed at Bonn on Novem- 
ber 26th, 1964. Agreement was reached 
at the official level on the text of an 
amending protocol which will now be 
submitted to Governments for ap- 
proval. 


IN PARLIAMENT 
Expense allowance 


Mr ARTHUR Lewis asked the Chan- 
cellor of the Exchequer what action he 
has taken to prevent persons in general 
from being allowed to claim £9,149 
expenses on a salary of £9,635; and 
whether he will give details of the 
action which he now proposes. 

Mr Taverne: Under the law as it 
stands expenses payments made to 
directors and higher paid employees 
rank, in general, as taxable emolu- 
ments of the office or employment; and 
the only expenses which an office 
holder or employee can deduct for 
tax purposes are those which he is 
obliged to incur ‘wholly, exclusively 
and necessarily in the performance of 
the duties of’ the office or employment. 
I do not think any further action is 
necessary. 


Hansard, October 


14th, 
Written answers, col. 23. 


1968. 


Dividend Increases 


Mr ARTHUR Lewis asked the Chan- 
cellor of the Exchequer whether the 
criteria adopted by his department of 
only permitting dividend increases 
above the norm when a binding 
commitment had been made prior to 
the 1968 Budget applied to all such 
dividend increases; and whether he 
will give a list of companies which 
were permitted to increase their 
dividends and those who were refused 
permission to do so. 

Mr Diamonp: Dividend increases 
have only been approved when com- 
panies satisfied the requirements of the 
present dividend restraint scheme. 
Accordingly, all those companies 
which had entered into binding divi- 
dend commitments before March 19th, 
1968, have been allowed to meet them. 


Hansard, October 14th, 1968. Writ- 
ten answers, col. 25. 
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Selective Employment Tax: 
Professional Firms 


Mr Ian Luoyp asked the Chancellor 
of the Exchequer whether it is the 
policy of Her Majesty’s Government 
that professional firms should be able 
to pass on that proportion of selective 
employment tax which they are unable 
to offset by higher productivity; ‘and 
what steps he is taking to enable the 
legal profession to do so by appropriate 
modification of statutorily controlled 
charges. 

Mr Taverne: The Government 
expect all employers who pay selective 
employment tax without refund, in- 
cluding professional firms, to absorb 
as much of the tax as possible. To the 
extent that this cannot be done, scme 
increase in charges may be justified, 
in accordance with the criteria for price 
increases in the White Paper, ‘Fro- 
ductivity, Prices and Incomes Policy in 
1968 and 1969’ (Cmnd 3590). 

So far as solicitors’ charges are con- 
cerned, the Government have accepted 
the proposal made by the National 
Board for Prices and Incomes in their 
Report on the Remuneration of Solici- 
tors (Cmnd 3529), that there should be 
a standing reference under section 3 of 
the Prices and Incomes Act 1966, and 
any relevant factor can be taken into 
account in such a review. In the mean- 
time, my right hon. and noble friend 
the Lord Chancellor has begun dis- 
cussions with the Law Society on 
detailed proposals for implemenzing 
the Board’s recommendations for zer- 
tain alterations in solicitors’ charges. 


Hansard, October 14th, 1968. Writ- 
ten answers, col. 26. 


Close Companies: Legislation 


Mr KENNETH BAKER asked the Ckan- 
cellor of the Exchequer what proposals 
he is considering for the reform of 
close company legislation. 

Mr Diamonp: The Inland Revenue 
are about to discuss this matter with 
representatives of industry and com- 
merce. I shall, of course, give full 
consideration to any proposals which 
are put forward. 

Mr Baxer: The House and British 
industry will be glad to know that the 
Treasury is looking again at close 
company legislation. May I ask the 
Government, and the Chief Secretary 
in particular, to have regard ro the 
present limitation upon the salzries 
which executive managers in close 
companies can earn, because for the 
larger close companies these are clearly 
inadequate? 
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Mr Dıamond: I am sure that the 
hon. Member did not phrase his 
question precisely as he intended, 
because executive managers are under 
no disability of any kind and could 
earn whatever their employers thought 
they ought to be paid. I recognize that 
he is, in fact, speaking of directors. 
That is one of the matters which no 
dcubt will come forward in the dis- 


` cussions which are to take place. 


flansard, October 15th, 


‘1968. 
Written answers, col. 180. ` 


` PROPOSED INTEGRATION 
7 SCHEME | 


Next Week’s Meetings 


The following local discussion meet- 
ings of members of the various ac- 
ccuntancy bodies have been arranged 
for next week. Members must produce 
their copies of the scheme to gain 
admission. 


The Institute of Chartered 
Accountants in England and 

Wales 

Monday: 

Coventry, Lecture Theatre, Herbert 
Art -Gallery, Jordan Well, 5.45 for 
6.15 p.m. 


Tuesday: 


Southend, Civic Centre, Victoria. 


Avenue, 7 for 7.30 p.m. 


Wednesday: 
Wolverhampton, Connaught Hotel, 
‘Tettenhall Road, 6 p.m. 


' Maidstone, ‘Tudor House, Bearsted, ` 


5.30 p.m. 
Thursday: 


Szeffield, City Memorial Hall, 7 p.m. 


Friday: 
Grimsby, Yarborough 
Market Place, 7.30 p.m. 


Hotel, Old 


The Institute of Chartered 
Accountants of Scotland 


Tuesday: 

Edinburgh, Freemasons’ Hall, George 
Street, 2 p.m. 

Kelso, Ednam House Hotel, 7.30 p.m. 


Tne Association of Certified and 
Corporate Accountants 
Tuesday: | 
Sheffield, Grand Hotel, 5.45 p.m. 


Wednesdav: : 
Manchester, Houldsworth Hall, oo 
Deansgate, 6.30 p.m. 


581 


Liverpool, Central Hall, Renshaw 
Street, 5.45 p.m. ) 


Thursday : 
Preston, Bull-and Royal Eotel, 5.45 
p-m, NEE 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND 
WALES 
Proceedings of the Council 


Notice of Privy Council approval of 
several amended bye-laws was given 
in the proceedings of the Council of 
the Institute reported in The Account- 
ant of October 12th. We are advised 
that besides those mentioned, the 
revised bye-law 43 approved by 
members on May 22nd has also been 
allowed by the Privy Council and 
therefore is now effective: 


INSTITUTE OF TAXATION 
President’s Luncheon 


The President’s Luncheon of the 
Institute of Taxation was held in 
London on Thursday of last week. Mr 
George Whillans, F.1.B., F.T.11., in 
welcoming his guests, referred to the 
extreme complexity of tae United 
Kingdom taxation system and the 
tremendous strain put upon all en- 
gaged in taxation matters. 

Among those present were The 
Rt Hon. John Diamond, F.c.A., M.P., 
Chief Secretary to the Treasury, Mr 
Harold Lever, M.P., Financial Secre- 
tary to the Treasury, the Rt Hon. Iain 
Macleod, M.P., the Rt Hon. Viscount 
Dilhorne, PSG, and Sir Leonard 
Barford, Chief Inspector of Taxes. 


Prize-giving Ceremony . . 
The President of the Institute of 
Taxation, Mr George Whillans, pr. 
F.T.LI„ at a prize-giving ceremony 
held on October 15th, presented Mr 
D. J. Playfoot, A.C.A., A.T.1.1., with the 
Institute Associateship May examina- 
tion prize. He was also awarded the 
special Butterworth Prize for the 
candidate achieving first place of merit 
in the examination. _ 
‘Mr Playfoot, whe obtained honours 
in the intermediate and final examina- 
tion of The Institute of Chartered 
Accountants in England and Wales, 
was admitted to membership of the 
Institute in April 1968 and is with the 
firm of Rowland & Co, Chartered 
Accountants, of London. 
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FINANCE ACTS - SOME POINTS 
‘FOR ACCOUNTANTS 


The Board of Inland Revenue have 
requested publication of the following 
correction to the statement issued by 
the principal accountancy bodies, with 
the approval of the Board, and re- 
produced in The Accountant of August 
24th, 1968. 

The paragraph headed ‘Finance Act 
1965. Section 65 and Schedule 17... 
Transfers between Associated Com- 
panies’, should read: 


“The Board of Inland Revenue have 
confirmed that where a holding has been 
transferred in or after 1960-61 between 
two associated companies which were 
associated before 1960-61, and the 
holding was acquired by the transferor 
before 1960-61, they will regard, the 
transferee as having acquired the hold- 
ing before 1960-61 for the purposes of 
section 65 (1) (6) Finance Act 1965 so 
that the section will have no application. 
In view of section 27 of the Finance 
Act 1968 it will not be necessary for the 
third company, that is, the company 
whose shares are being transferred, to 
be associated with the transferor and 
transferee.’ 


e 


THE 


ACCOUNTANT 


THE INSTITUTE OF 
OFFICE MANAGEMENT 


Glasgow and West cf EES SE 
Branch 


The Glasgow and West of Scotland 
Branch of The Instizate of ‘Office 
Management is to hold its autumn 
conference and exhibition at the 
Town Hall, Paisley, on November 
6th. 

The principal speake-s will be Mr 
A. T. Wisbey, of the Decimal Cur- 
rency Board, Mr M. D. H. Ross, 
Harrods Ltd, and Mr J. F. Wilson, 
Bank of Scotland, on the subject 
‘Your office and decimalization’. 

Further details and admission tickets 
may te obtained from Mr J. Minahan, 
Weir Housing Corporation Ltd, Calder 
Street, Coatbridge. 


? 


CHARTERED ACCOUNTANTS’ 
GOLFING SOCIETY 


The autumn meeting of the Chartered 
Accountants’ Golfing Society was held 
at the Croham Hurst Golf Club on 
September 26th. The weather was 
rather wet but the course was in 
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excellent condition. 
were as follows: 


Leading scores 


Stableford Medal Points 
J. B. Corrin (12) Won First 
Prize (on last 9) a7 
S. W. Penwill (17) Won “Second 
Prize 37 
D. C. Honey (10) ke DÉI 35 
J. H. Franklin (18) on om 35 
P. Knight (ol .. Gs Ka 34 
N. Grenfell (13) ag SS 34 
M. T. W. Easby (3) .. m 32 
B. A. Jawett (8) oe 32 
(37 played) 
Stableford Foursomes Points 


J. H. Bradfield (10) and P. Knight 
(oi Won First Prize .. 40 
H. A. Astbury (13) and D. C. 
~ Urry (13) Won Second Prize 39 
D. V. House (17) and J. C. 
Powell (18) .. : 37 
(36 played) , 
M. T. W. Easby Gë Won ` 
Scratch Prize e A 29 


The A. T. Tagai Yeung Chal- 
lenge Cup for the best aggregate at the 
summer and autumn meetings was 
won by P. Knight with 31 points at 
Stoke Poges and 34 points at Croham 
Hurst, a total of 65 points. 


The Institute of Chartered Accountants 


of Scotland 


Autumn Diet of Examination, September 1968 


PART IV 


At Part IV of the GC $ examination held on September 3rd, 4th and sth, 1968, the under- 
noted 120 candidates passed making a 73°8 per cent pass for the year. Their rames appear in 
alphabetical order and are followed by the names of the firms of the masters to whorr. they were 


indentured or assigned. 


Ahmed, Z. (Cotton, Lawson & Macniven, 
Edinburgh) 

Anderson, C. A. (Arthur Young McClelland 
Moores & Co, Glasgow) 

Anderson, G. J. (Boyack, Whitelaw & Aitchison, 
Edinburgh), 

Asghar, M. (William Bishop & Co, Edinburgh) 


Beattie, A. N. W. (Bower & Smith, Aberdeen) 

Belmonte, G. (Davidson Smith, Wighton & 
Crawford, Edinburgh) 

Bews, A. A. (F. A. Ritson & Co, Aberdeen) 

Boag, G. F. (Don & Stewart, Dundee) 


Borthwick, A. R. (W allace & Somerville, 
Edinburgh) 
Boyd, A. (Scott-Moncrieff, Thomson & 


Shiells, SA } 
Bremner, M. T. H. (Romanes & Munro, 
Edinburgh) 


Campbell, C. W. (Mann Judd Gordon & Co, 

' Glasgow) 

Campbell, N. K. (Flockhart & Grant, ABE 
deen) 


Charleson, K. W. (E. W. Brown & Co, Edin- 
burgh) 

Christie, M. D (Peat, Marwick, Mitchell & Co, 
Glasgow) 

Citrin, M., R. (Thomson McLintock & Co, 


E 
, D. (Peat, Marwick, Mitchell & 


Claphem, H 
Co, Glasg ow w) 

Clark, D. (Mann Judd Gordor. & Co, GE 

Collins, J. Be ree Martin & Co, Glasgow 

Cowling, V. W. (Thomson M:2Lintock & Co, 
London j 

oy L. D. (Wallace & Somerville, Edin- 
b 


Cuthbert, G. W. (John M. Geoghegan & Co, 
Edinkurgh) 


Davidson, J. D. (Thomson MeLintock & Co, 
London) 

Donaldson, D. G. (Thomson McLintock & Co, 
Edinbur rgh) 

Douglas, H. G. (Finnie, Ross, Welch & Co, 
Glasgow) 


Drysdale, A. R. (Dingwall, Peden & Henderson, 
Edinburgh) 


Emery, C. C. (Findlay & Watson, Glasgow) 


Falconer, R. L. (G. & J. McBain, Aberdeen) 

Forbes, M. D. (F. A. Ritson & Co, Aberdeen) 

Forrester, B. R. (James Condie & Co, Dun- 
fermline) 

Forsyth, I. W. (Robertson & Maxtone Graham, 
Edinburgh) 

Fowler, F. D. (Arthur Young McClelland 
Moores & Co, London) 


Segn D. E. (Charles Burrows & Co, Edin- 


gh) 
Gillan, E. C. (Chas Leigh Brown & Son, 
Glasgow) 
Gilruth, J. B. (McLay, McAlister & McGibbon, 


Glasgow) 
C. (Cooper Brothers & Co, 


Grakam, G. 
Glasgow) 

Grant, P. J. (Whyte, Stevenson & Roberts, 
Glasgow) 

Gray, E (Geddes, Beaton & Co, Edinburgh) 

Grier, S a Srani, Rintoul & Co, Glasgow) 

Guild, . (Wallace & Somerville,. Edin- 
burg d 

Gunn, f. F. (Thomson McLintock & Co, 
Glasgow) 
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Hamilton, S. (Robertson & Maxtone Gries, 

` Edirburgh) 

Hamilton-Eddy, S. E. (Thomson MeLintock 
& Co, London). 

Harpe: Gow; M. E. (Graham, Smart & Annan, 
Edinb urgh) 


Ibenezim, ©. I. (Robertson, Carphin & Co, 
- Edinburgh) 
Inait, M. Y. (Smith, Matheson & Co, London) 


Jackscn, C. Q. S, (Scott-Moncrieff, ‘Thomson 
& Shiells, Baber) 

Jamiezon, W. K. {John E. Watson. ZS. Co, 
Greenock) 

Jenkins, R. Ve en, McAlister & McGibben, 
Glasgow). 


Kennedy, I. G. (William J. Young & Brown, 
Glesgow) 

Kinn:nmonth, A. P. (Robertson & Maxtane 
Graham, Edinburgh h) 

Knox, A. McA. (Mackie & Clark, Glasgow) 


Lairc, D. C. P. “Grahams, Rintoul & Co, 
Glasgow) - 

Lamond, L. (Grahams, Rintoul & Co, Glasgow) 

Lumsden, T. (Wm Home Cook & Co, Edin- 


burgh) 

Lindsay, G. F, (Arthur Young MecCiellend 
Moores & Co, Glasgow) 

Lockett, P. G. (Whinney Murray & Co, Glas- 


gow) 


McClelland, R. P. F. (Martin, Aitken & 
‘Anderson, Glasgow) 
E A. S. (Romanes & Munro, Ecin- 


urg 
Macdonald, E. (Dickson, McFarlane & 
Robinson, Glasgow) 
McDonald, J. M. (Norman J.) Bird & Co, 


Dundee) - 

McKenzie, C. J. (Adam Ker & Sangster, 
Glasgow) ; 

McKeown, R. (Wylie & Bisset, Glasgow) 

Mackie, A.M. (John E. Watson & Co, Glasgow) 

Mackie, K K. G. (G. & J. McBain, Aberdeen) 

ey D. A. (Moody Stuarz & Robertson, 

MacLachlan, M, J. (Robb, Ferguson & Co, 
Clasgow) 

McLaren, I. (Arthur Young McClelland 
Moores & Co, Glasgow) 

Ge = (McLay, McAlister & McGibbon., 

asgow 

Macleod, H. R. (Adam Ker & Sangster, 
Glas gow) 

McMaster, J J. (Arthur Young McCle:land 
Moores & Co, Glasgow) 

McNeill, G. B. (Welsh, Walker, Ritchie & Co, 
Greenock) 

McNelis, E. (Stevenson & Kyles, Glasgow) 

McWhannell, C. E. (Graham, Smart & Annan, 
Edinburgh) 

Maran, S. A. wy alker & Walker, Edinburgh) 

Marshall, B. M. (Martin Currie & Scott, 

Sdinburg h 


lt 


Morrison, D AG. Maitland Wilson, Aberdeen) 

Morrison, J. B. (Thomson McLintock & Co, 

Glasgow) ` , 

‘Maudie, CG. (Whinney Murray & Co, 
Glasgow d 

. Murray, D. (Grahams, Rintoul & Co, 
Glasgow) 


Murray; J. co Higney & Co, Glasgow) 
Murray, M. D. (Moody Stuart & Robertson, 
Dundee) 


- Ahmed, N. (R. C. 


) 
Martin, I. A. (John M. Geoghegan & Co, 
Adinb zh i 


r 
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Murrie, A-S, (F indlay & Watson, Glasgow) 


Nataan; S. (À. T. Niven & Co, Edinburgh) 
Neilly, W. D. (J. W. Jarvie & Co, Glasgow) 
Noble, L. J. (Grahams, Rintoul & Co, Glasgow) 


©’Connor, C. D. (J. Douglas Headetod & Co, 
Pe LÉI 

Ogunbajo, R. A. (Brown, Campbell & Co, 
Edinburgh) — 


Peters; C F. (Scott-Moncrieff, Thomson & 
Shiells, Edinburgh) 


Pope, G (Turner, Hutton & Lawson, - 
Seay 

, Ramsay, G. A. (Wilson, Stirling & Co. 
Glasgow) 

Ramsay, H. A. (Davidson & Workman, 
Glasgow) 


Rankin, M. D. (Bower & Smita, Aberdeen) 

Ritchie, N. A. M. (Graham, Smart & Annan, 
Edinburgh) i 

re A. A. (Kerr MacLeod & Macfarian, 


lasgow) 
Russell. N S. (William .D. Anderson & Co, 
Edinburgh) 


Sandler, J. A. (Gerber, Landa & Gee, Glasgow) 

Scarlett, W. L. C. (Moody Stuert & Robertson, 
Dundee) 

Sem Pi A. G. (Hourston, Macfarlane & Co, 


Glasgow) 
Shanks. R S. C. (Kidston, E & Co, 
Glasgow) 


SC ard, A. E. M. 
’ Sinclair, R. 
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‘(Moody - Stuart & 
obertson, Dundee) - 
A. (J. Cradock Walker & 
McFadzean, Glasgow) ` 
Smith, D. D. (Arthur Young I McClelland 
Moores & Co, Glasgow) 
Smith, W. J. 5. (Mackay, Irons & Cc, Dundee) 
Sneddon, J. CR & Cowan, Glaszow) 


Srinivasan, K . (Thomson McLintcck & Co, - 
Eer 

Stewart, H Ne & McIntyre, Glasgow) 

Stewart, M. M. (Mann Judd Gorcon & Co, . 
Glasgow) 


Storrie, R. J. (Henderson & Loggie, Dundee) 


Taylor, D. M, (Davidson Smith, Wighton A 
Crawford, Edinburgh) 

Telfer, J. A. (McLay, “McAlister & McGibbon, 
Glasgow) 

Tucker, J. M. B. (Norman J. Bird & Co, 
Duncee) 


Waddell, J. G. (R. C. Thomson & Murdoch, 
Dundee) 


- Watt, H. M. (Wyllie Guild & McIntyre, 


Glasgow) 

Whale, J. D. (Arthur Young McClelland 
Moores & Co, Glasgow) . 

White, P. (Hardie, Caldwell Ker & Hardie, 
Glasgow) 

Wilson, D. R. M. (Davidson Smith, Wighton & 
Crawford, Edinburgh) 

Wintrup, D. (Whinney Murray & Co, 
Glasgow) 


Yourg, B. K. (R. C. Thomson & Murdoch, 
Dundee) 


ee 


PART V | | 
At Part V of the Institute’s examination held on September 3rd, 4th, 5th and 6th, 1963, the under- 


noted candidates passed making a 77:1 per cent pass for the year, Their names appear in alpha- 
betical order and are followed by the names of the firms of the masters to whom they were 


indentured or assigned. 


Adamson, D. W. T. (Arthur Young McClelland 
Moores & Co, Glasgow) 
Adrain, D. (William Duncan & Co, Glasgow) 
Kelman & Shirreffs, 
Aberdeen) 


Alexander, R. C. (McClelland, Moores. & Co, 
Glasgow) 

Armstrong, J. H. (Turner, Hutton & Lawson, 
‘Glasgow) 

Aro, N. (Bertram G. Samuels & Co, Glasgow) 

Avis, G. M. (Thomson, Jackson, Gourlay & 
Taylor, Glasgow) `, 


Br SC (McKerrell Brown & Gray, Edin- 
Ballantyne, T. N. (William J. Young & Brown, 


Ge 

e . C. (W. J. M. Kear. & Co, Edin- 
urgh 

area M. H. (Stewart Gilmour & Co, 
yr). 

Bennett, J. D. S. (Robertson & Maxtone 


Graham, ae) 


Blair, G (Moody Stuart & Robertson, 
Da 

Bowald, A, M. (Hourston, Mazfarlane & Co, 
Glasgow) 


Brown, A. K. B. (Graham, Smart & Annan, 
Edinb barg h) 
WC (Kidston, Jackson & Co, Glas- 


Brown, J 
Bruce, C A. (Robertson & Mextone Graham, 
Edinburgh) 


Bruce, R. P. (Alexander Sloan & Co, Glasgow) 
Bryce, J. D. (Moody ‘Stuart & Robertson, 
Dundee 


Carter, N. T. (Peat, Marwick, Mitchell & Co, 
Glasgow) 

Carter, W. W. (Lindsay, J amieson & Haldane, 
' Edinburgh h) 

Chalmers, EW, R. (Alexander Sloan & Co, 
Glesgow) 

Christie, G. B. (Norman J. Bird & Co, Dundee) 

Christie, J. H. (James Milne & Co, Aberdeen) 

Clark, A.M. (Kidston, Jackson & Co, Glasgow) 

Clark, J. B. (D. M. McNaught & Co, Glasgow) 

L. (J. Harley Hepburn & Co, 


aldy) 

cak N. B. (Chas Leigh Brown & Son, 
Glasgo w) 

Clark, R. H. (Welsh, "Walker, Ritchie & Co, 
Greenock) 

ie oo (Thomas Smith & Song, 

lasgow 

Couper, I. O. (Thomson McLintock & Co, 
Glasgow) 

Coventry, W. G. (Henderson & Loggie, Dundee) 

Cowan, J. (Dingwall, Peden & Henderson, 
Edinburgh) 

Currie, J. (Turner, Hutton & Lawson, Glas- 
gow) 7 ‘ 


Davidson, J. N. W. (Wylie & Hutton, Edin- 
burgh) — 


JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SW1 





Telephone 01-834 2002 (4 lines) 


REVALUATION OF ASSETS 





WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Dean, J. (McWilliam, Stewart & Mellis, 
Inverness) 

Dean, Q. R. (Reid & Mair, Glasgow) 

Deans, D. 1 Gear & Maxtone Grcham, 
Edinbur. 

Dickson, Ka H. (Mackay, Irons & Co, Dundee 

Donald, N. G. a tier Wee Bird & Co, Basics 

D’Rozario, D. A. (Brown, Flemirg & 
Murray, London 

Drysder, J. F. (Wilson, Stirling & Co, Glaszow) 

Dua, P. N. D Ce Edinburgt) 

Dunlop, A (Alexander Sloan & Co, Glaszow) 

Dunthorne, J. R. McD. (A. T. Niven & Co, 
Edinburgh) 


Eccles, W. M. (Grahams, Rintoul & Co, 
Glasgow) 
Elliot, N. H. (Grahams, Rintoul & Co, 


Glas gow) 
Ellis, G. A. (Wallace & Somerville, Edinburgh) 


Fleming, J. A. (William Duncan & Co, 
Glasgow) 

Flood, F. C. (Hamilton-Eddy & Co, London) 

Forrest, R. W. (Robertson, Davies & Co, 
Glasgow) 

Fotheringham, P. (W. P. & J. A. Scott, 
Stirling 

Fox, R. H. (Wallace & Somerville, Edinbu-gh) 

France, A. G. G. (Touche, Ross, Bailey & 
Smart, London) 


Ganguli, A. K. (Thomson McLintock & Co, 
Glasgow) 
Gardner, W. A. McK. (Jas Henry Reid & Son, 


c Aberdeen) 
McIntyre & Gellacly, 


Garty, A. (Miller, 
undee 

George, D. B. (G. K. Johnston & Smillie, 
Edinburgh) 

Ghose, A. (Reid & Mair, Glasgow) 

Gordon, D A. R. (Nelson, Gilmour, Scot: & 
Co, Glasgow) 

Gorrod, K. M. (James Milne & Co, Aberde2n) 

Gracey, J. P, (Thomson McLintock & Co, 
London) 

Gray, I. D. (A. S. Lawson, Galashiels) 

Gray, J. (Thomas Barrie, Glasgow) 

Gray, J. M. (A. G. McBain & Co, Glasgow, 

Gruber, D. J. (Peacock & Henry, Glasgow) 

Guthrie, J. J. (Grahams, Rintoul & Co, 
Glasgow) 


Halliday, A. I, (Wylie & Bisset, Glasgow) 

Halliday G. C. (Rawlinson & Hunter, London) 

Halliday, J. (George D. Smith & Co, Glasgow) 

Hamdani, M. H. (Arthur Young McClelland 
Moores & Co, London) 

Hastie, J. G. AN ohn E. Watson & Co, Glasgow) 


Hodelet, R. T. (Jardine, Dunlop & Anderson, 
Glasgow) 

Holmes, T. J. A. (Mackay, Irons & Co, 
e oi 

Hope, G. A. (Lindsay, Jamieson & Haidanz, 
Edinburgh 


~ Horne, J. M. (James Murray & Co, Cupar) 
Hughes, R. B. (J. Douglas Henderson & Co, 
Edinburgh) 


Jackson, D. P, (Stewart Gilmour & Co, Ayr) 

Johnston, K. W. (French & Cowan, Glasgow) 

Johnston, R. (Robertson & Maxtone Graharr., 
Edinburgh) 


Keith, G. A. (E. W. Brown & Co, Edinburgk) 

Kelly, W. T. (Festus Moffat & Co, Falkirk) 

Kemp, A. S. (J. W. & R. N. Oswald, Edin- 
burgh) 


FOR C.A. 
EXAM 


PASSES 


THE 
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Latif, M. (Bertram G. Samuels & Co, Glasgow) 


Lawrie, J E (David Strathie & Co, Glasgow) 

Leiper, N. C. (James Milne & Co, "Aterdeen) 

Leslie, R. T. (Moody Stuart & Robertson, 
Dundee} 

Little, B. (Hourston, Macfarlane & Co, 
Glasgow) 

Late, R. McG. (McLechlan & Brown, 
Glasgow) 


Logue, F. R. (Whinney Murray & Ca, Glasgow) 


Maceri, R. (J. W. & R. N. Cswald, Edinburgh) 

McConachie, L. W. (W. D Brown, MacDonald 
& Fleming, Edinburgh) 

McCune, N. M. (Mann Judd, Gordon & Co, 
Glasgow) 

McDermott, J. (J. D. Henderson, Ciark & Co, 
Glasgow) 

Macfarlane, W. R. (Wardzaugh & MocVean, 
Glas gow) 

McKee. J. cor Hieney & Co, Giasgow} 

McKellar, R. A (Thomson MceLintock & Co, 
Glasgow) 

McKenzie, W. A. (Grahams, Rintoul & Co, 
Glasgow) 


Met ar, H. (Thomson MecLintock & Co: 


Glasgow) 

McLellan, SS McC. (Grahams, Rintoul & Co, 
Glasgow) 

Ee GN J. R. (C. G. TAacdowell & Co, 


MeNairn, E. A. R. (J. W. & R. N. Oswald, 
Edinburgh) 
McNaught, D. 
Glasgow) 
McNeill, TG (Kirk & Johrston, Glesgow) 
McNeill, N. J. ( CON & Deas, Glasgow) 


A. (Nairn, Bowes & Craig, 


Macpherson, (Taylor & Ireland, 
Glasgow) 

ra bi (Macdonald, Stewart & Co, 
a 


Miller, R R. M. (McLay, McAlister & McGibbon, 
Milne, e A. R. (Jas Henry Reid & Son, 


ee 

Milne, P. J. (R. C. Kelman & Shirreffs, 
Aberd een) 

Mitchell, J. R. (J. Harley Hepburn & Co, 
Kirk-aldy) 

Moncrieff, A. T. (Mann Judd Gordon & Co, 


Glasgow) 
Morrison, I. M. (W. P. & J. A. Scott, Grange- 


mouth) 
Morrison, J. S. (Grahams, Rintoul & Co, 
Glasgow) 
Moyes, D. C. (Norman J. Bird & Co, Dundee) 
Muir, J. (Armitage & Norton. Dundee) ` 
Munro, E. F. (Wylie & Bisset, Glasgow) 
Murray. J. D. (Henderson & Loggis, Banas) 
Myles, D. S. (Mackay, Irons & Co, Dundee 


Nicol, W, (T. S. Aikman & Paterson, Aberdzen) 


Ogg, R : de (Kidston, Jackson & Co, Glasgow) 

O'Neill, T. (Stevenson & Kyles, Glasgow) 

Orr, A. V. (W. S. Brown, MacDonald & 
Fleming, Edinburgh) 


Pacitti, A. A. ae & Kv es, Glasgow) 

Pendreigh, L. C. (G. K . Johnston & Smillie, 
Edinburgh) 

Perry, EL (Kidston, Jackson & Co, Glaszow) 

Pollock, A. (Millar, Thomszn & Dunlop, 
Glasgow) 


Ramsay, D. A. (R. C. Thomson & Murdoch, 
Dundee) 
Reddy, JM. A. (Welsh, Walker, Ritchie & Co, 


Greenock 
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Reid, P. ~ O. W. Jarvie & Co, Glasgow) 

Reilly, E. G. (Davidson, Downie & McGown, 
Glasgow) 

Rennie, J. T, (Pannell, Fitzpatrick & Co, 
Glasgow) 

Richardson, R M. (Davidson Smith, Wighton 
& Crawford, Edinburgh) 

Ritchie, D. M. (Miller, McIntyre & Gellatly, 
Dundee) 

Robertson, ©. D. (Davidson, 
McGown, Glasgow) 

Robertson, I. (Wyllie Guild & McIntyre, 
Glasgow) 

Ross, T. (McLachlan & Brown, Glasgow) 

Rossi, M. (Whinney Murray & Co, Glasgow) 

Rowlands, T. (David Strathie & Co, Glasgow) 

Rutherford, D. J. (J. Douglas Henderson & Co, 
Edinburgh) 


Downie & 


SE G. (McLay, McAlister & McGibbon, 

asgow 

Scott, R. G. M. (Thomson McLintock & Co, 
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Professional Standards 


N a letter published in these columns last week, the Secretary 
of the South Essex Society of Chartered Accountanis called 
attention to the work of the Professional Standards Committee 
of The Institute of Chartered Accountants in England and Wales 


' (established last year under the distinguished chairmanship of 


Mr W. Bertram Nelson, C.B.E., F.c.a.) and urged members to 
co-operate in extending this committee’s area of usefulness. 

The reference was timely. As the contributor of our current 
series of articles on the ethics of the profession remarks in this 
issue, a proportion of professional work is undeniably sub-standard 
and unsatisfactory to the client, and there are substantial obstacles 
in the way of attempting to bring allegations of negligence before a 
professional tribunal. We frankly doubt whether disciplinary 
proceedings — which necessarily savour of closing the stable door 
after the horse has bolted — are the most appropriate solution and 
we commend the announcement in the 1967 annual report of the 
Institute that the Professional Standards Committee has no disci- 
plinary purpose or powers. 

If the committee is to fulfil its avowed intent o helping 
members to maintain in the future those accepted standards of 
good practice with which the Institute’s name has come to be 
associated, it must aiso depend upon the goodwill of members in 
supplying it with material for study and advice. 

Chartered accountants have in the past been disciplined for 
unreasonable delay in attending to professional business, and it 
may perhaps be thought anomalous that one member who refuses 
to release work which he knows to be incomplete or otherwise 
unsatisfactory should be treated differently in principle from 
another who hurries through his work in order to get rid of it — or 
possibly to meet an unrealistic date-line set by the cient. The 
former case is often that of a basically conscientious man labouring 
under difficulties, whereas in the latter it is all too easy for short-cuts 
and faith in blind luck to become an undesirable professional habit. 

A study of the ‘Finance and Commerce’ pages in recent months 
reveals several cases towards which the Professional Standards 
Committee will no doubt have directed its attention. As with the 
Institute, so it is no part of the policy of this journal to point a 
finger at any accountants who may have been involved in any 
particular episode: but few will deny that there are lessons to be 
learned for the future benefit of the profession as a whole. 

In the United States this form of professional guidance has 
for some years past been offered by the Practice Review Committee 





THE 
586 


of the American Institute of Certified Public Account- 
ants. Without necessarily accepting the American 
model in all its aspects, members of the English Insti- 
tute engaged as directors, chief accountants and 
secretaries of public companies, no less than those in 
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public practice, have a part to play in shaping the 
future pattern of professional standards in Britain. We 
wish the Professional Standards Committee success 
in the fulfilment of its challenging terms of reference 
aad lock forward to future evidence of its activities. 





FINANCE ACT 1968 


The Special 
Charge — Vii 


ios the ‘special contribution’ of 20 years ago, the 
special charge legislation contains complex pro- 
visions about investment income from trusts. These 
provisions are contained in Schedule 15 of the Finance 
Act 1968 which is divided into 13 paragraphs (with 
numerous sub-paragraphs) and covers seven pages. 
The Schedule is brought in by section 41 (5) which 
declares laconically: 

‘(5) Schedule 15 to this Act shall have effect as respects 
trustees, including personal representatives, and 
income arising under a trust.’ 

Paragraph 1 deals with the exclusion, from special 
charge, of income from a trust which does not come 
out of trust income. Paragraphs 2 to ro inclusive deal 
with the recovery of the special charge out of the 
property of the trust from which the investment in- 
come comes, and paragraphs 11 to 13 inclusive are 
concerned with interpretation of the phrases used in 
the Schedule. 

Paragraph x is comparatively simple, not because 
the subject is likely to be so, but because relief under 
it is effectively left to the discretion of the Inland 
Revenue. Paragraph 1 (1) says that the investment 
income of an individual arising under a trust shall be 
ascertained without regard to any part of it shown to 
the satisfaction of the Board to be attributable to 
payments duly made otherwise than out of the income 
of the trust. 

It is commonplace for trust capital to be applied for 
the income purposes of the beneficiary in such a way 
that in his hands it is transformed into investment 
income. As, however, the basis of the special charge 
is that it taxes the capital out of which income arises, 
it is considered to be unfair that capital itself should 
attract charge as though it were income from some 
income producing fund. This is all the more important 


in that the remainder of the Schedule provides for 
recovery of the appropriate part of the special charge 
out of the trust fund itself. Opinions may well differ as 
to the extent to which the investment income is 
within paragraph 1, but it seems that the Board of 
Inland Revenue will have the last word. 

: What is a trust? The Act does not say. Seeing that 
‘trustees’ expressly include personal representatives 
(section 41 (eil, it is plain that estates of deceased 
persons are included. Notwithstanding this provision 
in section 41 (5), paragraph 13 (1) also expressly 
provides that ‘trustees’? includes personal repre- 
sentatives. 

‘Trust’ does not include a trust constituted in 
consequence of a unit trust scheme as defined in 
section 26 (1) of the Prevention of Fraud (Investments) 
Act 1958 or section 22 of the Prevention of Fraud 
(Investments) Act (Northern Ireland) 1940. If property 
or a fund is held as to different parts thereof on different 
trusts, the Schedule applies separately to each part 
(paragraph 13 (3)). Beyond this, the Schedule gives 
no guidance as to the meaning of ‘trust’. 

What is meant by ‘the investment income of an 
individual arising under a trust’? Here again there is no 
detinition but paragraph 13 (2) says that it includes 
‘income from property subject to the trust which is 
trezted as the income of that individual for income 
tax purposes generally, or for surtax’. 

It follows that if the individual has made a settle- 
ment from which he has no income in the ordinary 
sense, but the settlement is caught by any of the anti- 
avoidance provisions in Part XVIII of the Income 
Tax Act 1952 (as extended by the Finance Act 1958), 
then the settlement income which is treated as his for 
income tax purposes, or even for surtax purposes only 
(see Income Tax Act 1952, section 415), is treated for 
the purposes of Schedule 15 as income of his arising 
under the trust constituted by the settlement. There 
must, however, be a ‘trust’. If there is some ‘arrange- 
ment’ which is deemed to be a settlement for Part 
XVIII purposes but there is no trust, then Schedule 
15 can have no application to the income deemed to 
be the income of the ‘settlor’. 

The individual may be taxed under section 412 of 
the Income Tax Act 1952 in respect of income which is 
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payable, say, to a company which is incorporated 


abroad but resident in the United Kingdom. If there 
is ro ‘trust’ then plainly Scheduie.15 can have. no 


app lication to that part of the individuel’s aggregate 


investment income. 

Although paragraph 1 gives the Inland Revenue 
a wide discretion, sub-paragraph (2) directs that for the 
purposes of paragraph 1 the income of a trust shall 
be ascertained without regard to either income or 
deductions which, under section 42, are to be left out 
of account in ascertaining aggregate investment in- 
come. (‘These items were discussed in The Accountant, 
September 21st and 28th). 

We turn now to the provisions in Schedule 15 under 
which liability for special charge can be transferred to 
the trust by the person chargeable. It will be helpful 
to begin with a glossary of special terms used in the 
Schedule. 

-The person originally chargeable’ is defined in 
paragraph 11 (4) as ‘the individual or other person 
liable to pay the special charge apart from the pro- 
visions of this Schedule’. Although special charge is 
imposed only on individuals, the liability may, in 
fact, De payable by a person not an individual. Section 
43 (7) applies the income tax legislation in relation 
inter ala to incapacitated persons and personal rep- 
reseniatives. Where an individual has died, his per- 
sonal representative may be a trust corporation or 
some other juridicial person. 

In the issues of September 28th and October 5th, 
we dealt with the special provisions relating to close 
compenies. It will be recalled that where income of a 
close company is attributed to the individual, then there 
is prcvision for collecting the appropriate special 
charge from the company. Part or all of the income of 
the company may well be income from a trust. In that 
event, can the close company’s own liability be in 
whole or in part ‘attributable to the trust’? : 

This. brings us back to the definitions in paragraph 
11. Sub-paragraph (1) says that the ‘following pro- 
visions’ (i.e. the remainder of paragraph 11) "have 
effect for the interpretation of this schedule where the 
special charge falls to be made in respect of an 
individual’s aggregate investment income and that 
income includes any amount arising under a trust.’ In so 
far as a close company’s income from a trust is treated 
as income of the individual in arriving at his aggregate 
investment income, it follows that that part of the 
aggregate investment income is an amount arising 
under a trust. i 

We refer now to the SH ‘the amount of the special 
charge attributable to the trust’ in patagraph 11 (2). 
It is simply that fraction of the total special charge 
of wkica the numerator is the individual’s investment 
income arising under the trust and the denominator 
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is. the - individuals aggregate investment income, 
ascertained before making any deduction under section 
42 (7). This formula corresponds to the fozmula in 
paragraph 4 (3) of Schedule 16 which was discussed in 
the issue of October 5th on page 439. But in the present 
case the denominator ought not to be the individual’s 
total aggregate investment income, but the amount 
of (he close company’s income which is deemed to be 
part of that aggregate investment income. 

Suppose X Ltd has a total income of [2,000 all 
from a trust, and the whole of this is deemed under 
section 78 of the Finance Act 1965 to be the-income of 
the individual who controls X Ltd. Assume now that 
the individual has an aggregate investment income 
(including the £2,000) of £18,000. One-ninth of the 
special charge can be recovered from X Ltd, and 
X Ltd is the person ‘originally chargeable’ as defined 
in paragraph 11 (4). The amount on which it is charge- 
able is, of course, entirely due to the {2,oco trust 
income. But under the formula laid down by pa-agraph 
rr (2) the 100 per cent which in common sens? ought 
to be applied, is reduced to one-ninth. 

If credit for foreign tax falls to be allowed against 
the special charge, a further adjustment has to be made. 
First of all, the paragraph 11 (2) fraction is taken 
but without deducting the credit from the special 
charge. Then, from the amount produced ky that 
fraction, one deducts such part of the credit (if any) 
as is allowable in respect of income arising from the 
trust (paragraph 11 (3)). What remains is the amount 
of the special charge attributable to the trust. 

The schedule also uses the expression ‘the person 
answerabie’ for a trust, and takes over half a page. to 
define him. Given that the trust has not ‘come to an 
end’ (i.e. is ‘subsisting’) the ‘person answerable’ is the 
trustees (paragraph 12 (1) (5)). However, in the case of 
a settlement within the meaning of the Settled Land 
Act 1925 (in Northern Ireland the Settled Land Acts 
1882 to 1890), it is the tenant for life (paragraph 
12 (1) (a)). This is because in settlements governed by 
the Settled Land Acts, the land is vested in the tenant 
for life and not in the trustees. Paragraph 13 (1) defines 
‘tenant for life’ as meaning any person having the 
powers of a tenant for life under the Settled Land 
Acts. Where the tenant for life was an infant the trus- 
tees would have the powers. 

So much for the person answerable, where the trust 
is still ‘subsisting’. The draftsman treats this word as 
covering all cases where the trust has not ‘come to an 
end’. He defines the latter phrase in paragraph 12 (4). 
If under the trust a person has become entitled to 
capital and the trust property has in consequence 
become vested in him or in the assignee of his interest, 
then the trust has come to an end. Suppose the capital 
goes. to more than one person. In the ordinary way in 
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an Act of Parliament, the singular includes the plural. 
So if the trust property becomes divisible between 
A, B and C in equal shares absclutely, it would seem 
that they would be severally answerable. 

Paragraph 12 (2) says that where the trust has come 
to an end the person answerab-e for the trust is the 
person who immediately after the trust came to an end 
was entitled to the trust property, either beneficially, 
or as the trustee of property settled under another trust. 
Paragraph 12 (2) then proceeds to provide expressly 
that if there is more than one such person, they shall 
be severally liable in proportion to the value of their 
interests in the trust property. 

A trust can come to an end quoad a part of the trust 


THE z 
ACCOUNTANT 


} D 


November 2nd, 1968 


property; as, for instance, when property is advanced 
under a power. This situation is dealt with by the latter. 
part of paragraph 12 (4). A proportionate part of the 
special charge is recoverable from the trustees and 
from the person becoming absolutely entitled, in 
accordance with the respective values. 

It is to be observed that a person who has assigned 
his interest before it becomes an absolute interest, does 
nat thereby escape his responsibility as a ‘person 
answerable’, although it may well be that by the time 
he is called to answer he has already spent the proceeds 
of the assignment. Certainly the present tax system 
does not encourage thrift. 

(To be continued.) 





Current 
Affairs 





What is an Annual Payment ? 


N income tax law a close sollower of the perennial 

question “What is income?’ is the question ‘What is 
an annual payment?’ The House of Lords has now 
upheld a decision of the Court of Appeal (Campbell © 
Fairfax-Fones v. CIR (46 ATC 7)), that covenanted 
payments to the Davies Educational Trust are not 
‘annual payments’ within section 169 of the Income 
Tax Act 1952. 

The covenant was part oC an ingenious scheme to 
enable Davies (Tutors) Ltd to dispose of its business 
at the full value. Under it, the company paid the 
charitable trust annual sums. equal, broadly speaking, 
to the company’s profits. Another part of the scheme 
was that the trust applied the covenanted sum, plus 
the tax it was hoped to recover, in buying the company’s 
business. In the Court of Anpeal, Harman, L.J., said: 
‘It is a splendid scheme. . . . It is almost too good to be 
true. In law quite too gooc to be true. It won’t do’. 

In the House of Lords last week, Lord Dilhorne 
said the condition that the trustees were to hand the 
covenanted payment back to the company deprived 
the payment of the character of income in the trustees’ 
hands. That condition was a contractual one. Lord 
Hodson said the company was providing a capital 
sum in instalments for the purchase of its own business 
and the trustees were cortractually bound to apply 


it in such purchase; therefore it was not an annual 
payment for income tax purposes. However, it would 
not be correct to say that whenever a covenantor in 
favour of a charity had privileges, that fact prevented 
the payment from being an annual payment. 

Lord Upjohn said that the covenanted payments 
never were income of the trustees but it was not 
necessary to relate those sums to a capital asset. On 
the other hand, Lord Donovan said that it was a case 
where a person wishing to sell an asset provided the 
prospective purchaser with the price. It was a clear 
zift of capital. Lord Guest said that since there was a 
contract to pay the sums back on the purchase of the 
business there was no transfer of title to the i income, 
and therefore no annual payment. 

It was said that in consequence of the Court of 
Appeal decision, claims by charities for repayment of 
income tax had been held up by the Revenue. 





EFFICIENCY IN THE OFFICE 


Two identical four-day residential courses were held by The 
Institute of Chartered Accountants in England and Wales at the 
Bedford Hotel, Brighton, from Sunday to Friday of last week under 
the title “Efficiency in the Office’. The course traced the steps. 
needed to evaluate, re-design and install office systems and 
procedures, highlighting some of the techniques involved and 
emahasizing the savings which can result. All the components of 
a system were covered including forms, equipment and layout, 
and attention was also paid to the managerial skills necessary to 
generate and maintain improved performance. 

Some of those who participated in the course are shown 
opposite. Top pictures. Left, /eft to right: Mr M. N. Gulliford, 
A.C.A., talks to Mr W. Shaw-Taylor, F.C.W.A., A.C.1.S., Director of 
Studies, Right, /eft to right: Mr D. M. Slade, Mr M. D. Bird, 
B.A.(Com.), A.C.A., lecturer, and Mr D. S. Quy, A.C.A., examine a 
desk calculator. 

Middle picture. Left to right: Mr J. H. Davis, A CA Mr K. W. 
Woodward, A.C.A., in conversation with Mr R. G. Wilkes, T.D., 
D.L., F.C.A., an Institute representative, and Mr R. P. Brown, 
F.C.A., director, course one, and chairman of the course sub- 
committee. 

Lower picture. Left to right: Mr B. U. Fawssett, A.C.A., Mr 
D. G. Grabham, Mr A. Shaer, talking to Mr W. G. Medlam, F.C.A., 
director, course two. 
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Service Charges and the Eeasehrold ` 
Reform Act 


i ee injustice to tenants arising out of the 
Leasehold Reform Act 1967, to which references 
were made in The Accountant of July 6th and August 
roth, is apparently to be remedied soon by legislation. 
In a written reply in the House of Commons, Mr 
James MacColl, Joint Parliamentary Secretary to the 
Minister of Housing and Local Government, said that 
the uncertainty could only be cured by legislation and 
that the Minister ‘proposes at the earliest possible 
opportunity to submit to Parliament proposals aimed 
at establishing that charges payable in respect of 
services provided by a landlord are not reckonable 
as rent for the purpose of determining whether a 
tenancy is a tenancy at a low rent’. 

This cryptic utterance can be explained as follows. 
Before the Leasehold Reform Act 1967, leases for 
21 years and more were not subject to rent control, 
even though the rateable value did not exceed {200 
(in London £400). The Act abolished this distinction, 
and accordingly, to escape control, the landlord has to 
show that the rent does not exceed two-thirds of the 
rateable value as at March 1965. This is to exclude the 
long leases of houses at mere ground rents. However, 
it is common for a flat to be sold by way of long lease 
at a low ground rent but subject to a service charge 
which varies with the landlord’s actual expenditure. 
If the service charge were included, it would in many 
cases bring the rent above the statutory two-thirds. 
This means that the lessee cannot realize his asset 
except at a loss. 


PIB Chairman on Incomes Policy 


OT even the harshest critic of Mr Aubrey Jones, 

chairman of the National Board for Prices and 
Incomes, could complain that the latter has not cam- 
paigned energetically for public recognition of the 
merits of his organization. In a recent address to the 
Manchester Business School, Mr Jones addressed 
himself to three issues. First, he defined what was, in 
his view, meant by an incomes and prices policy; 
second, he considered whether such a policy was 
necessary, and finally, what lessons had been learned 
in recent years which would help guide the Government 
on these matters. 

Mr Jones rejected the widely held view that an 
incomes policy was ‘designed to place shackles on the 
wage or salary earner’. The purpose of the policy was 
quite different; it was concerned with both prices and 
incomes and, by adjusting their growth to productivity, 
it would ensure that real incomes could rise. On the 
second question the speaker stressed that such a policy 
was necessary because the institutional structure of our 
economy was no longer dominated by economic 
forces as it had been in the previous century. 

Trades unions nowadays had a direct and immediate 
effect on vulnerable parts of the economy and those 
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unions or workers ‘stand in a privileged position 
vis-a-vis other workers’. Wages no longer go down in a 
‘stop’ phase, they continue to go up and, asserted Mr 
Jones, they have been going up for over thirty years. 
There was no longer the same competitive structure 
within industries; small firms were not driven to the 
wall. Instead prices were often adjusted to cover the 
costs of the less efficient firms. 

Thus, prices and incomes no longer adjust them- 
selves automatically as the result of economic forces, 
sometimes moving up and sometimes down. Instead, 
they both move steadily upwards. In these circum- 
stances Government intervention was essential. He 
recognized the need on the side of labour for some 
‘agency’ such as a Commission for Industrial Relations 
and, on the side of firms, bodies such as the Trade 
Practices Court or a Monopolies Commission. 

As for the results which the Board had achieved, 
Mr Jones believed that it had been more effective than 
the public had realized in restraining the rises in prices 
and incomes. Also, its activities had created a climate of 
opinion which was no longer really concerned with the 
case for intervention, but how that intervention could 
prove most effective and helpful to the national 
economy. 


SET: Manufacture or Construction? 


HE selective employment tax continues to be a 

happy hunting ground for lawyers, as well as a 
nuisance and an expense for taxpayers. The Accountant 
of March oth reported that Prestcold (Central) Ltd had 
failed to satisfy either the Industrial Tribunal or the 
Queen’s Bench Divisional Court that the company 
was entitled to refund of the tax and a premium under 
the Selective Employment Payments Act 1966. Last 
week, the company satisfied the Court of Appeal of its 
entitlement. 

The activities of the company may be divided into 
three parts. One-eighth of the activities were held by 
the Tribunal to be those of manufacture, i.e. the 
production of coolers and of brackets from which to 
suspend them. Secondly, at its works the company 
assembled parts of refrigerators in order to make 
complete refrigerators. This activity, it was claimed, 
fell within the meaning of head No. 339°3 of the Stan- 
dard Industrial Classification: ‘Refrigerating machin- 
ery. Manufacturing all types of refrigerators (including 
domestic) and refrigerating machinery’. ‘The Minister 
of Labour rejected this, asserting that the activity fell 
under head No. soo: ‘Construction . . . establishments 
specializing in . . . sections of construction work such 
as . . . installing heating and ventilating apparatus’. 

The third activity consisted of fitting up, on sites 
away from the company’s works, cooling rooms in such 
places as slaughterhouses, butchers’ shops, super- 
markets and banana stores, where employees of the 
company installed refrigeration machinery and appa- 
ratus. Here again the Minister argued that this was 
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‘a section of construction work’ within head No. 500 
and not manufacture within 339 (3). 

At each stage m its progress from the Minister to 
the Court of Appeal the company did better. The 
Divisional Court held that the second activity also 
quzlified as manufacture under heed 339 (3), differing 
from the Tribunal in this respect. This, however, was 
but a Pyrrhic victory for the company, since only nine 
employees could be added in respect of this activity, 
making eleven in all out of a total labour force of 102. 
The Divisional Court agreed with the Tribunal that 
the third activity did not qualify. 

The Divisional Court seems to have arrived at this 
adverse decision to the company without any mis- 
givings. The Lord Chief Justice was quite satisfied 
that the only proper inference was. that the assembly 
process in the third activity was not in the process, 
or by way, of manufacture. Ashworth, J:, was even more 
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forthright: the company’s submission, he said, did 
not make sense. 

Nevertheless, according to. Fhe Times.of October 
25th, the Court of Appeal bas noe held that the third 
activity did come within head 339 (3). ‘This brought 
the number of men employed in manufacture up to 
53 out of a total of 102, i.e. more than. half, and the, 
company--therefore : qualified: The. Court of Appeal 
had the advantage of another Industrial ‘Tribunal 


decision on the same Ges which was in favour of = 


taxpayer. 

Lord Denning, M. R., ad it was dificul to dae 
any logical distinction between what the men in ques- 
tion were doing at the works:and what (hee dd at the 
sites. Moreover, seeing Chat there- were. now two: con- 
flicting Tribunal decisions..it was imiportant to resolve 
the conflict, if only for- (he sake of uniformity: Ac; 
cordingly the company’ S appeal w was awed i eee 





This is My Life 


by An Industrious Accountant 


VW Lost London I like to spend a little 
time strolling through the big stores trying ta pick 
up a new idea or two. They always spark off useful 
trains of thought. Last month, for example — dropping 
in on an ‘opposite number’ with whom I’m acquainted 
— I saw an accounts department organization chart 
which showed the senior cashier reporting direct to the 
chief accountant. 

Our own senior cashier used to report to the office 
manager, on a basis of ancient tradition, since the days 
when assistant cashiers used to be on call from the 
general office. But the rising flood of incoming cash 
and cheques, plus the increasing number of cash 
registers throughout the sales Cepartments, made a 
change necessary. He now reports to our financial 
accountant, who has primary need of his cash-flow 
statistics for our financial forecasts. 

It really depended, I reflected, on the personality of 
the senior cashier. The present incumbent is a brisk 
little ex-Navy writer who likes an orderly life. He 
balances his books, maximizes his lodgements and 
reports with meticulous accuracy. Then he goes home 
to his interminable ‘pools’ calculations and asks no 
more of life than that unvarying routine. 

Re-casting the departmental ‘family tree’ is always a 
fascinating theory, every new permutation throwing 
up a fresh problem, so I felt graceful to my friend and 
his company for the suggestion. As a small return 
I decided to increase their turnover. Ir other words, 
a little present of perfume for my wife vould be pur- 


chased in its cosmetic depaman Perhaps.: a. couple 
of guineas’ worth. I proceeded downstairs ro an 
opening labelled ‘Parfumerie’. 

_ My first impressions were somewhat ahead, 
Instead of a long counter with. showcases marked 
clearly with makers’ names, quantities, prices, and so 
on, as might reasonably have been expected, I. seemed 
to have entered a pink-and-white harem. 

The fittings were elaborately shaped like turreted 
castles on revolving pyramids. There was a welter of 
familiar titles, Coty, Revlon, Rubenstein, etc., but 
neither prices nor specifications were visible. Bottles 
and boxes were as mysterious as yashmak-wearing 
houris. ‘How much is that little one?’ I mumbled to a 
pink-cheeked damsel with eyelashes waving in the 
breeze. “Fourteen guineas; it’s direct from Paris’ she 
said distantly, turning away with impeccable judgement 
of my income bracket. 

An older charmer accosted me more sympathetically, 
inviting me to sniff some tiny sample bottles which she 
opened. They all smelt much the same to me, vaguely 
repugnant, and their names indicated an obsession 
with glamorous sex quite unsuited to my age group. ` 
Only eleven guineas, she murmured, signalling to ‘an. 
odalisque with long blood-stained finger-nails to 
squirt a nose-twitching jet on my lapel. What does 
madame usually prefer? she asked tactlessly, opening a 
six-inches-high coloured carton which housed an 
inch high vial of convoluted glass of incredible lack of 
fundamental value. What about hand- -cream, eau-de- 
cologne, nuit de passion? 

I disengaged with my head spinning and bought’ a 
piece of Waterford glass instead: The counters in 
‘Cosmetics’ at home are ‘doubtless much the same. 
When next I see Scotty bel hear how much male 
custom we must be oe as a result of this so- -called 
‘fashionable’ nonsense. 
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Continuity of Trade 


Tax Implications for Companies 
by H. S. A. MACNAIR, F.C.A. 


HE notion of a trade as an entity distinct from the 

collection of assets into which it may be analysed 
at a-given- point-ef time is one which is familiar, even 
though the distinction may give rise to difficulty in 
particular circumstances. A trade appears to embody 
some principle of vitality, even if apparently dormant 
as in Kirk and Randall Ltd w. Dunn (3 ATC 185; 
8 TC 663), or in abeyance as in Wild v. Madame 
Tussauds (1926) Ltd (11 ATC 301; 17 TC 127). 

Before the introduction of corporation tax it was 
material to distinguish a mere extension of business, 
as instanced by the opening of a new branch, from a 
succession to an existing business as in Bell v. National 
Provincial Bank of England Ltd (5 'TC 1). The differen- 
tiation was significant because the profits of a new 
branch did not come into assessment to income tax 
before the fiscal year to which the profits of the basis 
period related, as is still the position for individuals, 
whereas the profits attributable to a succession treated 
as a. new business were immediately chargeable with 
the usual duplication for the opening years. 


Discontinuity on succession 


The modern pre-occupation with tax losses stems from 
the changes in the tax system inaugurated in 1926 
which included the right to carry losses forward. The 
main principle, now set out in section 19 (1) of the 
Finance Act 1953, was that where there is a change 
in the persons engaged in carrying on a trade, the tax 
treatment is to be based on the twin assumptions of a 
permanent discontinuance of the old trade and the 
commencement of a new one. 


However, for nearly fifty years before the reforms of 
1926, an allowance for wear end tear of plant and 
machinery used for the purposes of the trade had been 
in force; this attached to it and not the owner, so 
that an unexpended balance could be carried forward 
(under the Finance Act 1907) notwithstanding a 
succession, as in Scottish Shire Line Lid v. Lethem 
(6 TC 91). This happy situation was terminated by the 


above-mentioned reform as illustrated in United Steel’ 


Companies Lid v. Cullington (19 ATC 132; 23 TC 91). 

The reinstatement of the right to carry forward 
capital allowances, allied to the preservation of accrued 
loss relief, is the subject-matter of secticn 61 of the 
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Finance Act 1965 in the context of corporation tax 
only. These benevolent rules represent a survival 
from section 17 of the Finance Act 1954 which was en- 
ected to frustrate company reconstructions substantially 
under the same ownership designed to, turn the ‘pre- 
ceding year’ basis of income tax assessment to the 
taxpayer's advantage. The essential feature of these 
schemes was 2 cessation following a steady run of 
profits at a higher level and immediately preceding a 
significant decline or a loss in a business of which the 
cyclical character presaged an ultimate return to 
profitable activity. 


What constitutes ownership ? 


It mav be recalled that the expression ‘person’ in 
statute law includes any body of persons corporate 
or unincorporate unless otherwise specified (section 19, 
Interpretation Act 1389). Subsection (7) of section 17 
in the Finance Act 1954 adds a special interpretation 
in that context whereby the persons from time to time 
entitled to the income under any trust are to be treated 
as a single person. Identity is also accorded to a group 
of persons who are relatives of one another, using 
‘relative’ to mean husband, wife, ancestor, lineal 
descendant, brother or sister. 


A trade or an interest therein which belongs to a 
company engaged in carrying it on. may be regarded 
as belonging to the persons beneficially owning the 
equity of the company, and as belonging to them in 
proportion to the amount of their holdings of that 
capital. The equity here in question is the ordinary 
share capital, meaning all its issued share capital 
(by whatever name called) other than preference 
(capital, the holders whereof have a right to a dividend 
at a fixed rate or at a rate fluctuating in accordance 
with the standard rate of income tax but have no other 
right to share in the profits of the company). 


Group relationship 


A company qualifies as a ‘subsidiary’ if, and so long as, 
not less than three-quarters of its ordinary share 
capital is owned by the would-be parent company, 
using the term ‘parent’ in its colloquial sense here 
although subsection 6 (d) reserves that expression to 
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denoze the ultimate owner only. Section 17 is not 
concerned with intermediate corporate owners but 
only with the final company in the chain — denoted 
the parent — and even so, ownership may be regarded 
as resting with the persons owning the ordinary share 
capital of that parent in the manner considered for a 
tradmg company as above. 


Alternatively, both for trading companies and 
parents, ownership may be regarded as resting with the 
person or body of persons having the power to secure 
that the affairs of the company owning the share 
capital are conducted in accordance with their wishes. 
It is contemplated that the power will be available by 
means of the holding of shares or the possession of 
voting power in or in relation to any company, or by 
virtue of any power conferred by the articles of associa- 
tion or other document regulating any company. This 
formula is in similar terms to that widely adopted by 
reference to the definition of ‘control’ in what is now 
section 87 of the Capital Allowances Act 1968 (formerly 
section 333 of the Income Tax Act 1952). Š 

It should be observed that it is not the fortuitous 
or autocratic use of such powers which are relevant, 
for a nominee has the duty to act at the direction of the 
beneficial owner and a trustee is under the cortrol of 
the Court as regards his fiduciary duties, as was 
explained in CIR v. Lithgows Ltd (39 ATC 430; 
39 TC 270). The rules for measuring group ownership 
are taken from Part I of the Fourth Schedule to the 
Finance Act 1938 (an illustration of the method of 
aggregating proportionate holdings held indirectly 
appears on page 71 of The Accountant for July rech, 


1997). 


Period of change 


Section 61 (1) of the Finance Act 1965 is concerned 
with the event represented by one company (the 
predecessor) ceasing to carry on a trade whereupon 
another company (the successor) begins to carry it on. 
‘It is also concerned that on or at any time within two 
years after that event, the trade cr an interest amounting 
to not less than a three-fourths share in it belongs to 
the same persons as those to whom the trade (or the 
three-quarter’s interest) belonged at some time within 


a year before that event. There is the important proviso . 


that in the period of duration over which this com- 
parison is made the trade must have been carried on 
by one or more companies each of which was within 
tke charge to corporation tax in respect of it. 


The latter expression is explained in section Zo (x) (k) 
‘as including the case where no actual charge arises by 
reason of the absence of income. It would seem that 
apart from the case where the trade passes into the 
hands of individuals in the intervening period there 
would also be a non-qualifying break if the trade was 
operated by a non-resident company otherwise than 
through a branch or agency in the United Kingdom 
(section 50). 
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In this context references to ‘the trade’ apply also 
to any other trade of which the activities comprise the 
activities of the first-mentioned trade. Again, if, on a 
company ceasing to trade, another company begins 
to carry on the activities of the trade as pa-t of its 
trade, then the part of the trade carried on by the 
successor is to be treated in this context as a separate 
trade. Similar remarks apply to a company ceasing to 
carry on part of a trade, the activities of which are 
thereupon carried on by another company as its trade 
or part of its trade. Provision is made for any necessary 
apportionment of receipts, EES allowances or 
charges. 

One important corollary is that where under these 
rules any activities of a company’s trade fall to be 
treated as a separate trade, whether on cessation or 
commencement, then the company’s accounting 
periods are to be adjusted accordingly. In "bus con- 
nection section 51 (3) of the Finance Act 1965 provides 
that an accounting period of a company is to end on the 
occurrence of a number of specified events, among 
which are the fact of the company beginning or ceasing 
to carry on any trade. 


Losses carried forward 


The right to carry forward trading losses for corpora-. 
tion tax purposes is granted by section 58 (x) in terms 
which correspond to section 342 of the Income Tax 
Act 1952. The amount of such losses is thus diminished 
by any claims under section 58 (2) corresponding to 
section 341. Subject to any such claims which may be 
made by a predecessor, the successor ccmpany is 
entitled under section 61 (3) to the benefit of the 
predecessor’s losses. This right does not have the 
effect of validating claims which would not have been - 
competent if made by the predecessor so that it must 
be shown that the trade in which the losses were 
incurred has continued. 


It seems likely that a company taking over a trade 
(or part of one) which has resulted in a significant 
accumulation of losses is likely to introduce innova- 
tions. The Inspector of ‘Taxes will be on the alert for 
evidence that there has been a break with the old trade 
such as would vitiate the continuing loss claim. The 
question as to whether or not continuity has been 
maintained appears to be primarily one of fact which is 
a matter for the jurisdiction of the General or Special 
Commissioners on appeal, although it is always open 
to the Court to upset their finding on the grounds that 
the true and only reasonable conclusion from the 
facts contradicts the determination made, as explained 
by Lord Radcliffe in Edwards v. Bairstow and Harrison 
(34 ATC 198). 


Whether same trade carried on 


A recent illustration is the decision of Goff, J., in 
F. G. Ingram & Sons Lid v. Callaghan ([1958] TR 61), 
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that group reorganization in the course of a switch 
from rubber to plastics as the basis of a certain line of 
. products did not warrant the General Commissioners’ 
finding that there was an interval between two trades. 
An interesting facet of the case is that Mr Justice 
Goff reviewed the precedent of Gordon & Blair Lid v. 
CIR (41 ATC 111; 40 TC 358), and apparently 
distinguished a pause in a particular type of manufac- 
ture conducted on similar lines from the earlier case 
where the manufacture of beer was given up altogether 
in favour of bottling, an incident of distribution. 


‘It is perhaps a little unfortunate that when profits 
are in question it is found easy to regard a departure 
from previous activities as a variation of trading policy 
(as in Jeffrey v. Rolls-Royce Ltd (41 ATC 17; 40 TC 
443)) but where losses have impelled the company on a 
new course, a narrower view is in evidence. Diversified 
activities in timber failed to qualify in Tryka Ltd v. 
Newall (42 ATC 293; 41 TC 146), in sugar in 
Seaman v. Tucketts Lid (42 ATC 461; 41 TC 422), 
and in metal in Goff v. Osborne & Co (Sheffield) Lid 
. (32 ATC 262; 34 TC 441). 


Capital allowances 


Section 56 of the Finance Act 1965 continued the 
general system of capital allowances now consolidated 
in the Capital Allowances Act 1968 which repealed 
that section. The repealed provisions are to be found 
mainly in sections 73 and 74 of the new Act and the 
general rule for trades is that allowances rank as a 
trading expense and charges are to be brought in as 
trading receipts. In this connection section 61 (2) 
accords continuity of treatment in the case of the 
controlled take-over discussed above, so that the 
successor is to obtain all the allowances and bear all 
the charges that would have been appropriate if the 
predecessor had continued to carry on the trade. 


Moreover the computation of allowances and charges 
is to proceed on the footing that the successor had 
been carrying on the trade since the predecessor began 
to do so. The successor stands in the latter’s shoes 
entirely except as regards the event which is represented 
by any sale or transfer of assets in use for the purposes 
of the trade which is made from the predecessor to the 
successor on its transfer. 


Dealer in securities 


The expression ‘securities’ is mentioned in section 23 
of the Finance Act 1959 as including stocks and shares, 
This meaning is referred to in suksection 61 (4) which 
enacts a special rule for any such securities that at-the 
time when the predecessor ceases to carry on the trade 
form part of its trading stock. It is required that the 
securities should be treated for section 23 purposes 
as having been sold at that time by the predecessor in 
the open market and correspondingly purchased by 
.the successor. In practice.this means a ‘close season’ 
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for transactions in the month on either side of the 
transfer, except as regards an approved discount house 
cr stock exchange member, although the prescribed 
orthodoxy of purchases within six months before and 
sales within six months after the event may also 
require to be established. 


On the other hand, continuity carries certain specific 
privileges, in particular the utilization of terminal 
losses available under section 59. The rights of a 
predecessor in respect of its own loss are re-activated 
if the successor ceases business within a year of the 
change. Additionally, any loss relief not taken up by 
the successor on cessation within four years of the 
change may be carried backwards for the benefit of the 
predecessor. 


Moreover the line of predecessors and successors 
may be indefinitely extended for successive qualifying 
transfers although, of course, such events do not 
bring section 59 into play. A minor privilege concerns 
continued entitlement to make a claim under Schedule 
8 of the Finance Act 1963 in respect of Schedule A 


relief forgone in 1963-64. and 1964-65. 


Problems of ownership 


Despite increasing familiarity with transfers of trades, 
such a transplant should not be embarked upon 
lightly. In Wood Preservation Ltd v. Prior ([1968] TR 
37), a company proposed to sell its (loss-making) 
business to an outside interest using an existing 
subsidiary company as a vehicle for the transfer. 
In the event, the beneficial ownership of the shares in 
the subsidiary passed before the vending parent had 
put its business into it. Hence the belated transfer of 
that trade te what was now its ex-subsidiary failed to 
carry with it the benefit of losses for which the con- 
dition precedent was common Ge before and 
after the event. 


A happier conclusion was reached in Blower v. 
Langworthy Brothers (Drills) Lid ([1968] TR 33), 
also heard by Mr Justice Goff. Despite tentative 
negotiations with the prospective purchasers, it was 
held that the vending parent remained the beneficial 
owner of the subsidiary until after the date on which 
the relevant trade carried on by the parent was trans- 
ferred to ‘it. A point of some significance is that the 
decision of the Special Commissioners in both the 
above cases’ was upheld by the Court, the decisions 
having been arrived at after review of a number of 
conflicting factors. Sé? 

It is most important, therefore, to arrange a transfer 
of the trade to the selected vehicle of transfer as soon 
as the intention bas been ‘formed to negotiate a sale. 


‘Once the process of ‘bargaining is under way there is a 
‘considerable risk that the substantive event will have 
‘been brought to pass: before the parties’ advisers 
have had a chance to set the stage to the best advantage 
-tax-wise (see the dicta- in'Fohn Mills Productions pee v. 


Mathias (46 ATC 197)). 
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Factoring is amethod of finance to 








= explbodea 
few fallacies 
~ about credit 





be adopted only as a last resort? 


actoring ` 


| (and blow them sky high) 





The opposite is s the truth. 

. The acceptance of a company as 
a client by a credit factor of repute 
gives that company an improved status. 


A Factoring Agreement puts an inde-- 
vendent seal of approval on a business, 


It is testimony that the company is 
sound financially, is well managed and 


skilfully directed. 
When we of Shield Factors extend 
pur services to a new client, it 


is an indication that the business has 
been - carefully investigated, that its 
potential for growth 
is apparent, and that 
its current financial 
position is in order. 
Such businesses, in 


working capital- to 
sion, are always wel- 


{comed by Shield. 
Thus credit factor- 





need of increased. 


sustain their expan- . 


ing as. practised by. us is often an early 

and major step to the prosperous 
development of a business. m is 
what happens :— 


How credit factoring operates — 
and its cost 


We of Shield, as credit fees: buy 
all your company’s trade debts as they 


arise and take all the credit risk. You - 


have an assured cash inflow each month 


. —its size depending only on your sales. 


You, have. pre-payments if required. 
You enjoy: full protection against bad 
debt losses. 

This modern financial ebe of 
factoring saves you the worry and 
expense of account collection, and 
eliminates much book-keeping. With 
Shield, you. have only one debtor on 
your books—us. Shield also enable you 
to meet suppliers’ credit terms and to 
take advantage of cash discounts. In 


short, your only responsibility is the 
quality and delivery of your goods. 
Shield’s charge for this service? 
Normally a commission from 4% to 2% 
of the invoices purchased. This is more 
than offset by the risks it removes, 


_ the trouble and money jit saves. 


Full particulars of Shield service are 
given in the booklet “Credit Factoring”, 
a copy of which is waiting for you. 
Please write or *phone (asking for 
Mr. F. R. Salinger or Mr. E. S. Davis) 
and this detailed booklet will be sent 


‘to you by return. 


Shield Factors Limited, 
Plantation House 
Mincing Lane, London, EC3 
Telephone: 01-623 9236 
d by N. M. Rothschild A Bans, Anola African Shipping 
Co. SU d, C. T. Bowrlngé Co, L Eag edel ec deg 


ndugtrial A Sommera Dee Corporation Ltd., 
Klelnwort Benson 
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FIGHT CANCER 
WITH A WILL! | FARMER & SONS 


When testators ask your advice, please remind them 
of the work of the Imperial Cancer Research Fund. conduct ` 
Founded on the initiative of the Roval Colleges of l 

Physicians and Surgeons, the I.C.R.F. is fighting all VALUATIONS 
forms of cancer, including leukaemia, with every 
weapon of modern science in its own up-to-date and 
laboratories. It has no official grants and is entirely 


supported by voluntary contributions. Will you please AU C TI ON S AL ES 


help—now? | | 

How to word your Will on | of 

‘I hereby bequeath the sum of... pounds free of dety to the , 

Imperial Cancer Research Fund, Lincoln's Inn Fields, WC2 P LANT, MACHINERY AND 
for the purpose of scientific research, and I direct that the = 
receipt of the Honorary Treasurer or Secretary shall be a D INDUSTRIAL PRO P ERTIES 


good discharge for such legacy.” 


including THE COMPANIES ACT 1967, SECTION 16 


Write for further information to: 

A. DICKSON WRIGHT, ESQ., M.S., F.R.C.S., 
IMPERIAL CANCER RESEARCH FUND (Dept. 163), 
LINCOLN’S INN FIELDS, LONDON, WC2 





eet 46 GRESHAM STREET, LONDON EC2 
ene es Tel, 01-606 3422 (10 lines) 
IMPERIAL CANCER RESEARCH FUND OË Telegraphic Address: ‘SITES LONDON’ 
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“OPPORTUNITY COST” 


When you are budgeting for the fa Loans at favourable rates for thenecessarytransport, utilitiesand 
1970s, are you taking into account working capital. labour resources for your business. 


opportunity cost"? Are you aware gJ Employment Premiums of 37s. 6d. gy Amenities for sport, recreation 
thatthe Development Areas offer ` perweekforeveryman onthe payroll. and leisure, where there's room to 


SE tte e E Board of Trade factcriesforrent enjoy life. 


o or sale. And there are even greater 
Made ee ee Training facilities and grantsof incentives for certain places in 
(in some cases as much as 35%). £10 per week for every man fillinga the Development Areas. 

Mi Investment grants for new few Job. If you would like to know more, fill 
manufacturing plantand machinery Wi Provision of housing for key in this coupon and we'll send you our 
—45% on expenditure incurred in workers. series of booklets about the Develop- 
1968, 40% in 1969. W Help in finding the location with ment Areas and Northern Ireland. 


Contact | To: “INDUSTRIAL EXPANSION", the Board of Trade. 


Please send me “Room to Expand", the complete range of 


i ni d u st r R a A Exp a n S N O rn -illustrated explanatory literature. 
at the NAME AND POSITION IN COMPANY 
Boa rd of Trade COMPANY NAME 


; ADDRESS Fn ee 
- 4 Victoria Street, London S.W.1. Telephcne: 01-222 7877, Ext. 3333 i AC 6 
or your nearest Board of Trade Regional Office. TYPE OF BUSINESS - 
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But is it Ethical? 


5. Civil and Criminal Offences 
CONTRIBUTED 


This series of articles is based on the author's under- 
standing of the usages of the profession as a whole and 
does not relate exclusively to any particular professional 
body. The opinions expressed are those of the author, 
and would not necessarily be endorsed by the governing 
bodies of the profession in a particular Case, 


HE late Canon Hannay, perhaps better known 

‘by his nom de plume, ‘George Birmingham’, once 
observed that Civil Servants sometimes find it a great 
convenience to be able to act ‘unofficially’, and won- 
dered whether solicitors might not equally well act 
un_awfully or clergymen irreligiously. | 

On a more serious note, the line between the private 
and professional lives of an accountant is not always 
an easy one to draw. Quite clearly, for instance, no 
disciplinary tribunal would wish to concern itself with 
family and matrimonial disputes, however vehement 
the allegations — and such allegations can be pressed very 
acrimoniously indeed. Likewise, although most profes- 
sional constitutions purport to disqualify mentally- 
disordered persons from membership, there is in 
modern times a natural and humanitarian reluctance 
to press complaints on this ground alone, and no recent 
case from within the accountancy profession has been 
reported. 


Professional discipline and the Courts 


The relation between the professional disciplinary 
tribunals and the Courts of law is one of some delicacy, 
and although the same act may be a breach of the law 
and also of the professional code, it should not be 
assumed that a professional misdemeanour necessarily 
involves legal sanctions, or vice versa. 

Accountancy in the British Isles is not a closed 
profession and shows no immediate. likelihood of 
becoming so. Its professional bodies have no statutory 
pewers to compel the attendance of witnesses, to 
enforce the production of documents, or to administer 
an oath, and with these limitations on their powers it 


Previous articles in the series have appeared as follows: ‘On Fees’, 
August roth issue; ‘On Gaining and Losing Clients’, August 31st 
issue; ‘On Publicity’, September 21st issue; ‘On Consultancy’, 
October rath issue. 
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is obviously undesirable that they should ‘commit 
themselves to any pronouncement which might in any 
way affect the position of a party to legal proceedings. 

A member could be seriously embarrassed in 
defending an action at law if he was known to have been 
disciplined op a professional complaint arising out of 
the same facts; equally, the plaintiff might be pre- 
judiced if it were said that the accountant’s professional 
society had examined the complaint and found no 
substance in it. It is not, therefore, the practice of these 
bodies to apply their own sanctions if a legal remedy 
exists on the same facts; and if the same matter happens 
to be both a breach of the law and a professional 
offence, then the professional tribunal normally will 
not take action whilst it remains before the Court. 

It is submitted that this is the only proper approach, 
although the principles are not always appreciated by 
the disgruntled client with a bona fide grievance which 
he thinks the professional tribunal should be prepared 
to investigate without first requiring him to devote 
further time and money to proceedings in Court. 
On the other hand, there are one or two people about 
whose bona fides is less obvious, or whose view of the’ 
law is insufficiently objective, and who are prone to 
use the threat of an unfavourable report to bring 
pressure to bear on a member. 

Surprisingly, there was once a case of a solicitor, 
representing the successful defendant in an action 
instituted by an accountant in his capacity as liquidator, 
who felt that his client was entitled to a complete 
indemnity in respect of costs and asked the accountant’s 
professional society to assist in establishing this point 
of view. It may be that his diligence on this occasion 
outran his discretion: it certainly went unrewarded. 

On the other hand, if the dispute is a matter of 


‘professional ethics alone, the Courts will not attempt 


to prevent it from being disposed of as such. This is 
the effect of the decision in Cox v. Green ([1966] 1 All 
ER 268)! in which one of two medical practitioners 
had reported the other to the British Medical Associa- 
tion for alleged misconduct in undertaking professional 
work within the practice area of a doctor to whom he 
had previously acted as locum tenens. Tke plaintiff 
claimed, primarily, a declaration that he was not 
acting contrary to medical ethics, and argued that if 
the Court found in his favour there would be no matter 
for the Central Ethical Committee of the BMA to 
adjudicate upon. 

The Court held that notwithstanding the wide 
discretion to grant..declaratory relief.-given by the 
Rules of the Supreme Court, there must be some issue 
justiciable at law for this discretion to apply; the present 
case did not concern any right of property or of con- 
tract, or indeed any legal right, between the parties. 
The question was purely whether the plaintiff had 
been guilty of ethical misconduct. This was < matter for 
the appropriate professional tribunal and did not fall 
And see also Lloyd w.. Institute of Chartered Accountants (The 


Times, October 12th, 1961), referred to in the previous article of 
this series (October 12th issue). 
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within the jurisdiction of the: Court, and the claim 
therefore failed.? Es 


Civil actions generally 

United’ Kingdom law is broadly divisible into two 
aspects, civil (regulating disputes between individuals 
or corporations in their private capacities) and criminal 
(to which the Crown is a party, usually with a view to 
exacting a penalty). This division may also affect the 
attitude of the professional disciplinary tribunals. 


_ Civil disputes with which the professional bodies are 


most unlikely to concetn themselyés at any stage — 
unless both sides join in a request for arbitration — in- 
clude ‘disputes between partners and those between 
employer and employee. Quite apart. from the general 
rule’ ‘against intervention whilst’ a legal remedy exists, 
the. occurrence of such a ‘dispute does not in any way 
establish the. commission of a professional mis- 
demeanour, and it is always possible that both parties 


may be members of the same body with an equal claim 


upon its support, Nor are the professional tribunals 
the proper bodies to deal with complaints” from. 
aggrieved employees over such matters as sick. pay 
and rights to notice. 

An allegation of a simple unpaid debt is not a profes- 
sional misdemeanour; it is always possible that the 
claim may be disputed for good reason, into’ which 
the professional tribunals cannot inquire’ without 
trespassing on the prerogative of the Courts. Judgment 
debts are, however, an entirely different matter. Once 
judgment has been given, the matter ceases to be one 
of controversy; failure to comply presumes. either 
contumacy or insolvency and a judgment recorded 


against a member, even if subsequently satisfied, would 


be officially regarded with some disfavour. 

Similar rules seem to apply to dishonoured cheques 
which — although admitting also of a legal remedy — are 
hardly in keeping with the public image of a profes- 
sional man’s responsibilities. The giving of a cheque. 
of course, raises a prima facie implication. that the. 
antecedent transaction is admitted. 

. Allegations of professional negligence. area particular 
dificuley and in some respects the present position is 
not entirely satisfactory. It may be a reflection of the 
mounting pressures and increasing complexity of 
business. life (hat some professional work is undeniably 
sub-standard and unsatisfactory to the client — to whom 
it must sometimes appear that the existence of a legal 
remedy (which:-may savour of throwing good money 
after bad) is used by the. professional. bodies as a 
pretext for failing to examine a complaint. At the same 


time, these bodies have no means of inquiring into the 


> But the Court may intervene where a purported ethical rule 

imposes an unreasonable. restraint où a man’s freedom to: practise 
his-calling; see Hughes o. Architects’ Registration Council (f£1957] 
2 All ER 436). And in Pharmaceutical Society v. Disrson (ropp 
2 All ER 690), Lord Reid observed, ‘It appears to me that if a 
member of a profession can show that a particular -restriction on 
his activities: goes beyond anything which can reasonably be 
related to the maintenance of professional honour or, „standards, 
the Court must be able to intervene.’ ge g 
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conduct of a member who — possibly on the advice of 
his solicitor or professional indemnity insurers — prefers 
to say nothing; it is not discreditable to stand upon 
one’s legal rights and a member must be at liberty to 
consult his own solicitor on any matter which concerns 
him. 

Morecver, the Courts are very jealous of any inter- 
ference with the right of a man to earn his livelihood; 
professional censure may, in some respects, be even 
more damning than an action at law and in such a 
matter suspicion alone is not enough. Alleged negli- 
gence per se is therefore unlikely to come before- the 
prcfessional tribunals unless either it is of so gross a 
kind as to bring the accountant into conflict with the 
criminal law, or it involves the giving of false certificates 
either wilfully or recklessly. 


Solicitors’ accounts 


One form of negligent certification which involves a 
particular ‘risk of disciplinary proceedings is that 
relating tə the office and client accounts of a practising 
solicitor under the Solicitors’ Accounts Rules. ‘These 
rules are quite clear in their import and purpose; 
copies:are available on request from the offices of the 


_ principal accountancy bodies or from the Law Society, 


and it cannot be too strongly emphasized that any 
accountant whose practice includes the accounts of 
even one solicitor should read the rules and be fully 
aware of the responsibilities which he assumes in 
signing the prescribed form of certificate. _ 

Pong mace under statutory powers, the rules are 
mandatory and do not permit the accountant to make 
exceptions, no matter how extenuating he may con- 
sider the circumstances; so that to be pressurized or 
persuaded into giving the certificate in hope, without 
proper examination, is simply asking for trouble. 
Quite apart from the risk of professional disciplinary 
proceedings, the Law Society has power to disqualify 
an accountant from giving Solicitors’ Accounts Rules 
certificates and is not slow to exercise this power when a 
certificate has once been given on insufficient grounds. 
For all practical purposes this disqualification, whilst 
it remains in force, prevents an accountant from 
accepting or retaining any practising solicitor as a 
client. 


Insolvency and bankruptcy 


Bankruptcy, or composition with creditors, is a man- 
datory ground of exclusion from most professional 
and learried societies, the statutory: disabilities of a 
bankrupt being wholly inconsistent with the obliga- 


tions of membership, Within the accountancy profes- 


sion, the question has been asked whether a receiving 
order against a member necessarily amounts to dis- 
creditable conduct, or whether there may be no case 
untilan adjudication order has been made. 

Certainly the debtor is not in law ‘a bankrupt’ before 
the date of the adjudication order; until that time he is 
technically only ‘insolvent’ and there are various 
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grounds on which a receiving order can be discharged, 
to which extent his case is still sub judice. At the same 
time, a receiving order can be made only after the 
hearing of a petition founded upon an available ‘act 
of bankruptcy’ — by far the most common example 
being failure to meet a ‘bankruptcy notice’ in respect 
of an unsatisfied judgment debt, which is itself a 
professionally discreditable matter. 

Of the other seven ‘acts’, an unsatisfied execution 
presumes an- unsatisfied judgment, and three more 
(the assignment of property for the benefit of creditors, 
notice of the suspension of payment of debts, and the 
debtor’s own petition in bankruptcy) are in various 
ways tantamount to a composition with creditors; 
whilst fraudulent conveyances and fraudulent preter- 
ences — like fraudulent anything else — are by definition 
inconsistent with the standards of the accountancy 
profession. 

It is only the ‘act’ of departing from home or keeping 
house with intent to defeat or delay creditors, which is 
in any way debatable as a professional misdemeanour — 
and even this, if not per se discreditable, might well be 
accompanied by failure to attend to professional busi- 
mess or to answer correspondence. 

All told, from a practical standpoint a receiving 
order must have been preceded by some act which is 
itself professionally culpable, and it is only the formal 
wording of the complaint which might be a matter of 
- doubt. 


Crime 


Geen E E may define criminal offen- 
ces generally as conduct which by the accepted usages 
of society is unacceptable and deserving of punishment; 
but within this wide generalization it is undeniable 
that the community accepts some crimes as being more 
venial than others. For an accountant to fall foul of the 
criminal law is always a matter for regret; whether it 
will be a matter for anything more will probably 
depend on whether all the circumstances of the offence 
are inconsistent in the public eye with the image of a 
professional man. There is some evidence that the 
professional tribunals now take a more objective 
viewpoint than may have been the case a generation or 
more ago. 

What has already been said about the necessity for 
professional tribunals to deter to the jurisdiction of the 
Courts applies with particular force to criminal 
offences. With the: possible exception of the extremely 
rare case’ of an accused member absconding after a 
summons had already been issued but before it could 
be served, the domestic proceedings cannot be set in 
train until the Court has pronounced its verdict and 
sentence. The professional offence in these circum- 
stances consists of having been convicted of a specified 
offence in the criminal calendar;.so that, although 
reports of proceedings against members are no doubt 
followed: with some interest by -their professional 
societies, it may be assumed that in.the event of acquit- 
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tal by the Court the professional issue would be 
stillborn. 

Not only may it be an offence to E or com- 
pound a criminal prosecution, but also the popularity 
of courtroom scenes on television and cinema screens 
has given the layman an emphatic and not always 
accurate understanding of the criminal law. It is not 
unknown for complaints to be made of ‘forgery’ or 
‘fraud’, which are nothing of the kind in either law or 
fact. 

High on the list of criminal offences regarded with 
disfavour by professional disciplinary tribunals are 
those agzinst financial integrity — larceny, embezzle- 
ment and the like; for obvious reasons these are not 
offences with which accountancy above all other 
professions can afford to temporize. This category 
apart, the question is probably one ‘of degree, taking 
into account also any extenuating circumstances which 
the Court may have found to exist. 

Despite occasional imputations to the contrary, 
accountants are born of human parentage and are not 
immune from human failings. They have been known 
to lose their tempers under provocation, 30 that an 
isolated instance of discourtesy or profanity, however 
unfortunate, is unlikely to trouble a cisciplinary 
tribunal. High words spoken in anger, and perhaps 
even a blow with the hand, would not be tco seriously 
regarded; but a murderous assault with a weapon, 
occasioning actual bodily harm, would in common 
estimation be a very different matter. 

The advent of the motor vehicle has made criminals 
of a large number of the population, the present writer 
not excepted, but it would add a new hocror to the 
totting-up procedure if professional membership were 
to be ‘placed in jeopardy for a speeding or parking 
offence. It should not, however, be too readily assumed 
that the same leniency would necessarily be extended 
to the graver motoring offences. 


Gripes of conscience 


In recent years we have seen the advent of ‘civil 
disobedience’ as a political weapon, and some account- 
ants, have associated themselves ‘with protest move- 
ments of one kind or another. This in itself is not a 
disciplinary matter: the professional accountancy 
bodies are strictly non-political in their objects, so that 
a member who holds’ unconventional ard possibly 
unpopular political views is not, for that reason alone, 
guilty of a professional misdemeanour, however much 
his fellow-members may deplore his bringing the 
profession into an area of controversy. 

But when a member’s politics leed him to commit 
overt breaches of the criminal law, possibly inciting 
others to do likewise, and particularly when the Court 
hearing the case has thought fit to impose a sentencé 
of imprisonment, the matter ceases to be one. which 
any properly conducted professional society: can ignore 
— even at the risk of seeming to make poy martyrs. 
‘The alternative is anarchy. S 
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The Accounting World 


Topics of Professional Interest from Other Countries 





UNITED STATES 


American Institute’s New President | 


A. the recent annual meeting of the American Institute 
of Certified Public Accountants, Mr Ralph E. Kent, 
C.P.A., managing ore of Arthur Young & Co, of New 
York, was elected President 
for the ensuing year. 

Mr Kent has served as 
chairman of the Institute’s 
Committee on Accountants’ 
Legal Liabilities and as a 
member of the accounting 
procedures and practices 
review committees. He is 
also a former member of the 
editorial advisory board of 
the Journal of Accountancy 
and has served on the board 
of directors and executive 
Committee of the New York 
State Society of Certified 
Public Accountants. 

In his inaugural address at the annual meeting, Mr Kent 
said that while the need for accountants is constantly 
growing, educational standards must be high in order for 
the profession to perform its essential role for the economy. 
He also urged members to participate more fully in helping 
the formation of Government policy, especially in the field 
of taxation. On this question he announced the appointment 
of a special committee to make a study on the future course 
of the Institute on major tax policy. He told the audience 
of 2,000 CPAs from all parts of the United States that it 
was time to determine whether accountants should present 
‘more vigorous viewpoints while Government policy and 
tax revenue purposes are being hammered out’. 





Retirement of Mr John L. Carey 


FTER an association spanning 43 years with the 

American Institute of Certified Public Accountants, 
Mr John L. Carey retired on October 14th as its adminis- 
trative vice-president. He will, however, remain as adviser to 
the new President, Mr Ralph E. Kent, until May of next 
year. 

Mr Carey joined the Institute in 1925 as assistant 
secretary within a month after graduation from Yale 
University. Five years later he was appointed secretary and, 
as such, became chief executive othcer, a post which he 
retained for almost forty years. During his tenure of office, 
the number of CPA’s grew from some 8,0c0 to over 100,000 
and the number of Institute members from 2,000 to over 


65,000. The Institute staff also increased from 18 to 245 
members in order to provide a wide variety of technical and 
educational services to the profession, not least of which is 
the preparation of the uniform examination for CPAs which 
is held twice a year in all the states and territories. 

Throughout his years at the Institute Mr Carey devoted 
much time to strengthening the ethical standards of the 
profession in line with its responsibilities to the public. When 
he became secretary of the Institute, he automatically be- 
came secretary of its ethics committee, a post which he held 
for more zhan two decades. He was the author in 1946 of 
Professional Ethics of Certified Public Accountants, which 
was reissued in 1957 and subsequently (in collaboration with 
William O. Doherty) was rewritten in 1966 as Ethical 
Standards of the Accounting Profession. 

Editor of the Journal of Accountancy from 1937 to 1954 
and its publisher until 1966, Mr Carey also found time to 
concentrate considerable effort on the development of 
long-range objectives for the Institute. In 1965, he was the 
author of The CPA Plans for the Future, based on studies 
by a committee which, over an eight-year period, held 
numerous discussions not only with leading accountants 
but with teachers, Government officials, and leaders of other 
professions. Recent major improvements in the professional 
development courses offered by the Institute are largely a 
result of these efforts. 

Mr Carey is the only non-accountant ever to be awarded 
the Institutes Medal for Distinguished Service and (as 
noted in The Accountant of October 19th) is the only non- 
acccuntant to be elected to the Accounting Hall of Fame 
estadlished at Ohio State University to honour accountants 
in North America who have contributed significantly to the 
advancement of accounting. 


RHODESIA 


Societys’ New President 


R MARK BOWDEN DAVIES, c.a.(s.R.), €.A.(S.A.), 
of Salisbury, has been elected President of The 
Rhodesia Society of Accountants for the ensuing year. 
Born in London, in 1921, Mr Davies first went to 
Rhodesia in 1946 and was elected a member of the Council 
of the Society in 1951. He is in public practice as a partner 
in the firm of Peat, Marwick, Mitchell & Co, Chartered 
Accountants (Ri, in Salisbury. He has been closely 
associated with the training of articled clerks for many 
years both as a member of the committee of the Salisbury 
District Society and of the Council of the Society. 
Mr Davies is the first Rhodesian trained and qualified 
chartered accountant to hold the appointment of President 
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of The Rhodesia Society of Accountants. This debut of a 
Rhodesian chartered accountant to the presidential office 
occurs in the year in which the Society is celebrating the 
fiftieth anniversary of its foundation. 

Mr C. J. Voss, C.A.(S.R.), C.a.(8.A.), and Mr B. A 
Sedgwick, C.A., C.A.(S.R.), C.A.(S.A.), in public practice. in 
Salisbury and Bulawayo, respectively, have been élected 
Vice-Presidents. 


SOUTH AFRICA 


New Statement on Auditing 


CONSIDERABLE number of laws on the South 
African statute book affect, or may affect, practising 
members of the profession in the performance and dis- 
charge of their duties, and the National Council of Chart- 
ered Accountants (SA) has now performed a service for 
practitioners by gathering together in one new Statement 
on Auditing — No. A 4 ~- those parts of the various statutes 
which regulate by law the reports and certificates required 
of accountants and auditors. 
In South Africa practising | members of the profession 
must be registered as such in terms of the Public Account- 
ants’ and Auditors’ Act. All reports and certificates issued 
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by a registered accountant and auditor must be made sub- 
ject to the overriding provisions of section 26 (1) of the Act. 
This requirement applies whether the audit or other work 
is being carried out in terms of some statute or is being 
carried out on behalf of a non-statutory undertaking, 
such as a sole proprietorship, a partnership or a 20n-profit- 
making institution. 

In the introductory paragraphs, the statement gives sound 

advice and guidance on the. preparation and presentation of 
reports or certificates in varying circumstances. Further 
paragraphs are devoted to discussions of the different types 
of report in the case of non-statutory audit. In a lengthy 
appendix, the relevant sections of no less than fourteen 
statutes which contain provisions relevant to the work of 
an accountant and auditor are reproduced. The list of Acts 
included covers institutions such as banks (Banks Act 1965); 
building societies (Building Societies Act 1965); insurance 
companies (Insurance Act 1943) and the control of various 
activities, such as the Participation Bonds Act 1964, the 
Pension Funds Act 1956 and the Unit Trusts Control Act 
1947- 
This new statement should be most useful to the busy 
practitioner, giving him a convenient and quick reference 
to all the laws which mav affect his daily work. — From Our 
South African Correspondent. 


The Work of the 


Parliamentary Commissioner 


. An address by Sir Edmund Compton, K.C.B., K.B.E., Parliamentary Commissioner, 
to the London and District Society of Chartered Ascountants 


HE Parliamentary Commissioner (or “‘Ombudsman’) 

Sir Edmund Compton, K.C.B., K.B.E., spoke on his work 
at a luncheon of The London and District Society of 
Chartered Accountants held on Tuesday of last week. In 
- the course of his address, he said: 

I would like to begin by making the point that this job 
of mine is still an experiment. I have certainly had 18 
months’ experience of it now, but I think it still rates as 
an experiment, though there is a good deal of material now 
with which to judge. the first results. Two thousand cases 
so far have been referred to me by Members of Parliament, 
but half of these I discarded as being outside my 
jurisdiction. So far. I have reported to Members on some 
500 cases of which I would say that I found some element 
or other of maladministration — or perhaps better said — 
defects of administration, in 47 0: those. 

I have made four reports to Parliament so far, and if 
any of you have time to read my annual report, you will 
find representative cases in detail — 70 of them - appended 
thereto. [ mention that because it was a big complaint in 
the earlier stages of my existence that I published nothing, 
and both the Press and the academics were cross with me 
about this. 

Now this is true as regards my case work because: cases 


are referred to me by Members and I report back to them 
and they to the complainants. But I have taken the oppor- 
tunity of my first annual report — and I shall do the same 
with my next — to produce a wide spectrum of represent- 
ative cases in order to show what the flow of work is; not to 
confine myself to those cases where I found something 
wrong but also, and in many ways more importantly, to 
show up the larger area where complaints are misconceived 
and, on the whole, the system is functioning properly. 

Having made those preliminary remarks, I think I would 
like to set the scene for you, as it were, by telling you what 
my activ:ties look like under four heads. First, there is the 
area of Government administration that I cover. The 
second is the scope of my investigation which broadly is 
to say what I mean when I am looking for maladministration. 
Third, a word about the standing and power of the Parlia- 
mentary Commissioner as an investigating ard reporting 
authority. Fourthly, something about the effects of these 
operations on Parliament and on the citizen, and indeed, on 
Government itself. 

As to the area that I investigate, I would like to suggest 
to you that it can be defined in three ways. First of all, it 
has to be a Government department as listed in zhe schedule 
of my Act. Secondly, it must not be one of the types of 
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activity by Government departments which are also listed 
in the Act. Thirdly, it has got to be something that the 
complainant cannot rectify, or seek to rectify, by resort to 
a tribunal or to the Courts. 


Taking, first, the list of Government departments, this 
sounds like a restriction but is not. The list of departments 
in the Act is pretty well complete. You will find it very hard 
to spot a Government department in Whitekall — or in 
St Andrew’s House for that matter — that is not included. 
The important point about this schedule is that it can only 
include bodies which exercise functions on behalf of the 
Crown, so that local authorities are excluded and so are 
nationalized industries. 


I am not discussing whether the Act should be changed 
so that nationalized industries or local authorities should 
be included. The only point I want to make in that context 
is that if they were included, it would not be for a Parliament- 
ery Commissioner to investigate and that, as at present 
advised, is what I am. 


The second exclusion of certain types of action. by 
Government departments rests on a different principle. 
First of all, it is recognized by the fact that any of these 
exclusions can be cancelled by Order in Council; it does 
not require a new Act of Parliament, an order in ‘Council 
can do it. But while they stand they do exclude important 
areas of Government from investigation by me: there are 
the police, the hospitals, the personnel questions in the 
Civil Service and the Armed Forces. 


The exclusion of complaints that could be the subject of 
a resort to a tribunal or to the Courts is, I think, based on 
the principle that one does not want to duplicate these 
remedies. I have got a discretion here ~ it is one of several 
in my Act under which there is an exclusion; and then 
there is a discretion for me to waive the exclusion: But there 
would have to be very special circumstances, to my mind, 
where I would take a case of that sort on, It would have to 
be something quite convincing to show that the complainant 
was unable for some reason to resort to a tribunal or to 
the Courts. 


This limitation does, in fact, exclude me from large areas 
of Government activity — in social security and taxation — 
and I am sure this audience will appreciate better than most 
what I mean by the latter! But I go on to say that this does 
not mean — some people thought it would — that I never 
investigate the Inland Revenue or the Ministry of Social 
Security. On the contrary, I think the figures show that 
these departments are among my principal customers! 
In fact, I see from the figures in my first annual report that 
something like 11 per cent of the cases J reported were on 
the Inland Revenue, and some 20 per cent were on social 
security. So exclusion on tribunal grounds is br no means 
a total exclusion, as you see. 


Scope of investigation 


Well, so much for area and now on to scope. I think 
the question here on which I want to say a word is what do 
I really mean when I say I investigate maladministration. 
Now this is the heart of the Act — that the investigation that 
I am authorized to carry out is not into injustice as such, 
but injustice caused by maladministration. | 

The question is asked, ‘Where in the Act is maladminis- 
‘nowhere’. Parliament 
left it to me to identify: maladministration by example, to 
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build up the definition as I went along. But the important 
point to grasp here is that my investigation is not so much 
concerned with the merits of the Act or the decision com- 
plained ol — in fact, there is a passage in the Act which 
expressly says that if a decision is taken. without 
maladministration, I am not to question it, and this came 
from the formidable pen of the Lord Chancellor himself. 


I can find that the complainant suffered injustice if the 
decision was, as it were, infected with maladministration. 
But what 7 cannot do — and it is specifically section 12 of this 
Act that forbids me — is to substitute myself for the Minister 
and form a view of the merits of the decision — substitute my 
decision for his ~ if I find no element of maladministration 
in the prccess by which the decision is arrived at. 


Apart from these cases where the complainant can go to 
a tribunal or to the Courts, I think it is fair to say that before 
the creation of this office the instrument for reviewing the 
Government machine, of detecting and correcting mal- 
administration, was really the Government itself. I know 
that Members of Parliament did and do probe the Govern- 
ment on their own, on behalf of constituents, and that 
there is a lot of justice in their claim that they are their own 
ombudsmen; but the fact remains that when a Member does 
this, what he is usually doing is to move the Minister to 
inquire into the complaint, and then he deals with the com- 
plaint on a Minister’s reply which je based upon the 
Minister's inquiries in his own department. 


The creation of the Parliamentary Commissioner has 
changed this situation. First of all, the Commissioner’s 
independence is secured because, like a judge, he can only 
be fired by an address of both Houses of Parliament; he 
does not hold his office, as a Civil Servant does, under the 
Crown and therefore at the Government’s pleasure. The 
Government can’t dismiss him and, more importantly for 
a family man, they cannot stop his pay! 


Commissioner’s powers 


Turning to his powers, I am virtually unlimited — and 
this has its frightening side — in the authority I have to 
inquire into the departments, that is, inspecting their 
internal records and by examining persons not only 
officials, but also examining persons up to Ministers them- 
selves. (In passing, I may say that this is‘a facility of which 
I have already taken advantage.) p 


There are limits to my authority to report the results 
of my inquiries. There is a provision under which the 
Government can stop me from disclosing information 
which in their view it would be contrary to the public 
interest to publish. But this has not been a restriction 
imposed o2 me so far; I do not know whether it ever will 
be. If it were, it would not — as I see it — prevent me from 
reporting a finding but I would not be able to report the 
grounds on which I had arrived at the finding. 


Toe other point about my powers is that I have on 
power — as a judge has or a Scandinavian ombudsman — 


to give orders for-immediate action. What I report is the 


result; but I can also indicate if in my opinion an injustice 
is done which either has not been, or will not be, remedied. 
There is a residual power in my hands to report that not 
to the individual Member but to Parliament. This is a kind 
of reporting sanction which I feel sure is a useful sanction 
for it is unlikely, if a situation is reported which is capable 
of remedy, the department will not do its best to carry out 
the remedy. , - 
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Having said this much I think now it panto be helpful 
if I were rash enough to get away from fact, and give you 


some sort of impression about what the effect of all this is 


upon Parliament, the Governmen: and the public. 

First of all, Parliament; there are 630 MPs and so far 
just over 500 of them have referred cases tc me. I have said 
that about half of these cases I have had to reject as outside 
my jurisdiction; and of those I have investigated, about one 
in ten have had some element of maladministration in 
them. 

On these figures you might think that the majority of 
MPs are dissatisfied customers but on the whole I do not 
think they are. They certainly express dissatisfaction when, 
as I frequently do, I say a case is outside my scope because 
of some provision of the Act they themselves passed! But 
where I can act they are, I think, g'ad to have a result which 
is objectively arrived at by independent investigation, even 
if more often than not I find against their constituent. 

Turning from Parliament to the public, I can remember 
the warm send-off that I got when I opered my office 18 
months ago, on a date which some thought would be sig- 
nificant because it was April 1st, 1067! This was the impres- 
sion of the champion of the people riding out in his suit 
of shining armour, which I tried zo deprecate, but it is no 
use deprecatirig something that people are determined to 
believe. I made warning noises about my limitations but 
these were not listened to. Then, after the first few months 
of experience, I think I detected-a distinct cooling-off in the 
public acclaim. . 

I think the principal defect in my relations with the pub- 
lic at that stage was really due, and is perhaps still due, to 
unsatisfied curiosity! I explained at the beginning that this 
stems from the special relationship of the Commissioner 
and Parliament, and this is unique in Britain — I mean as 
compared with the ombudsman overseas who deals with 
complaints direct from the public whereas my cases begin 
and end with the Member of Parliament who has referred the 
case to me. It all depends on the Member and his constituent 
whether, if at all, the result gets published. So the informa- 
tion about what I have done, in the sense of getting into the 
Press, is somewhat haphazard. 


Impact on Government 


‘Then comes the impact on Government; that means the 
etfect of all this upon Whitehall. I could express this in 
general terms by saying that, of course, the standards of our 
public administration are very high so that Whitehall has 
nothing to fear. But their standards will be made yet higher 
by the outside presence that I provide. ‘This was said, in 
fact, by the Government in the Waite Paper that preceded 
the setting up of the office. ` 

In more specific terms, I would like to repeat to you what 
I ventured to say to the Select Committee and put my 
. impression of this impact on Government in terms of three 
Credit items and two debit items. The credit items are, 
first of all, cases of maladministration detected and 
put right. The second credit item consists of the com- 
plaints finally. disposed of, because one of the crcsses all 
departments have to bear is the persistent complainant who 
will not take ‘no’ for an answer wherever it comes from. 


‘As far as the department is-concerned, hitherto it-has been: 
their word against the complainant’s. Now at least they can - 


say that the thing has been independently investigated and, 
if the result is in their favour — well, that may not stop the 
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complainant writing more letters but at least they need not 
answer them any more! 

The third and most important credit item lies, I think, in 
the tonic of the presence of the Parliamentary Commis- 
sioner on the guality of the administration. I say the quality, 
because it is not a measurable effect but I think it already 
exists and I hope it will grow as my office makes itself 
known and its work becomes appreciated. In this respect I 
like to feel that there is a good parallel between the effect 
of the presence of the Parliamentary Commissioner and 
that of my old office, thet of the Comptroller and Auditor- 
General. 

The first debit item is the extent to which, as I would like 
to put it, this new office of mine adds to the coefficient 
of friction in Government. I had an MP this morning who 
came to see me to complain about the length of time an 
inquiry of mine had taken in his case, and said he was going 
to agitate for my staff to be doubled. I did tell him -and I 
think it is true — that for every member of my staff, I have no 
doubt that I generate equal opposite staff in the Govern- 
ment departments which I investigate | 


Investigating staff 


My investigating staff, together with suppecrting staff, 
totals something like 59. I would not presume to try and 
estimate the number of Civil Servants in Whitehall who 
are occupied with my work, but clearly there are many more 
than that. One has to recognize that any form of investigation 
of this kind must in some way add to the Whitehall work- 
load. This is a price which, I hope, is worth paying in 
terms of improving standards of administration and 
rectifying injustice; but I do regard it as part of a Parlia- 
mentary Commissioner’s job to remember that this price 
is being paid, and that while I may find something wrong in 
an investigation, what is certain about each of my investiga- 
tions is that it is going to mean either one of two things — 
either an increase in the staff of Whitehall or longer time 
taken by them to do their work overall — and there is no 
way out of it. 

The final debit item is an intangible one but I think a 


real one. That is the risk that my presence is going to make 


the departments less forthcoming and helpful in the work 
that they do. for the public. I mean the departments, parti- 
cularly the Social Service Department, with local offices 
throughout the country which are frequently helping 
members of the public with advice given outside the limits 
of the statutory obligations on the department concerned. 
The risk is that if they give bad or wrong advice and there 
is a complaint, and I report adversely on that, the conse- 
quence is that the department decides that in future it will 
not give any advice at all but will play for safety. This risk 
needs to be recognized and guarded against, and for my 
part I do my best to encourage departments by saying 
‘I am sorry, but it really is your duty to try and keep up 
being helpful in the advice you give, even if this does i in- 
crease the risk of your being subsequently criticized by me.’ 
With that I have-completed my survey of some of the 
problems which are being met and dealt with in this experi- 
ment in Government. But I end with the point chat I made 
at the start: it is still an experiment with special features 
new to this country and not, I think, attempted so far in 
any other. I 'hope I have brought out in the course of what 
I have said, two of these features: one is the Parliamentary 
connection, and the other is the attempt to deal with in- 
justice, not per se but as caused by maladministration. 


THE 
602 


Reviews 





Mathematics for Accountants 
and Managers 


by R. F. J. DEWHURST, M.A., A.C.A. 
Heinemann’s Accountancy and Administration Series. 30s. 


Many readers will recall the author’s series of articles on 
mathematics in accountancy in this journal which now form 
the basis of this book. Within the compass of a mere 160 
pages, Mr Dewhurst has covered a wide range of mathe- 
matical topics ranging from simple interest, logarithms 
and progressions, via set theory and matrices to linear 
programming, thence to probability which is the necessary 
prelude to a chapter on decision-making. He then examines 
problems of capital investment appraisal and expounds the 
technique of marginal analysis, with final chapters on quality 
control and forecasting. No reader can complain that Mr 
Dewhurst sells him short. The exposition is supplemented 
by worked examples and exercises. 

It is invariably difficult to estimate the extent to which 
the average reader will profit from such a well-organized 
book, simply because of the differences in mathematical 
understanding that exist. For many there is no doubt the 
book will be extremely helpful, but for others it is difficult 
to resist the conclusion that the exposition is rather too 
concise and at the same time possibly too wide-ranging. 
Nevertheless, for those prepared to make a genuine effort 
at understanding — and in the accountancy profession today 
there should be no lack of these — Mr Dewhurst’s book will 
prove extremely valuable. 


Pension Scheme Practice 


by MICHAEL PILCH, pa, F.c.1.1., and Vicror Woop, B.A., 
PPA, 


Hutchinson. 4os. 


Many readers will already be familiar with the two earlier 
books on pensions by these authors. This latest work is 
partly the result of a need to rewrite portions of the earlier 
books and also to bring up to date the situation relating to 
pension schemes in the light of the developments during 
the middle-rg60s. As the authors therefore point out, 
this is neither simply a new book nor a mere rewrite of the 
earlier material. It is intended to bring together those 
sections of the earlier works which were of greatest prac- 
tical interest to readers. 

The reader whom the authors had chiefly in mind in 
_ preparing this text is the director or company secretary who 
requires up-to-date and factual guidance on the subject of 
pension schemes. The book itself falls into two major parts. 
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The first deals with the design of schemes, i.e., the prin- 
ciples underlying most schemes in general; while the second 
part looks at the problem from the point of view of the 
particular circumstances of the employee, and as such is 
more concerned with technicalities and detail than the first 
part. A useful appendix cf terminology concludes the book. 


Business Mergers and Take-Over Bids 


Third edition by RONALD W. Moon, B.LITT.(OXON.), F.C.A. 
Gee & Co (Publishers) Limited, London. sos net. ` 


Take-overs, and take-overs under the guise of mergers, are 
constantly in the news ncwadays and more and more public 
comoany directors, quietly going about their business, find 
themselves suddenly and unwillingly in the headlines. For 
their benefit, Mr Moon has added to the latest edition of his 
useful bock a chapter on defences against such unwelcome — 
and ofter. unjustified — intrusions and another on the 
circumstances peculiar to bids from foreign sources. He 
illustrates these with accounts of I.C.I.’s unsuccessful 
attempt to gain Courtaulds and, on the other side of the 
medal, the Chrysler Corporation’s acquisition of Rootes. 
For the rest, the book is a careful revision of the second 
edition published in 1960. 

Since then, the Monopolies and Mergers Act of 1965 has 
appeared as has also, at the beginning of this year, the City 
Codz on Take-overs and Mergers. Both have been restrain- 
ing influences on ruthless and predatory bidders and 
although directors and shareholders of smaller companies 
must alwzys remain vulrerable, they are much more likely 
to get a fair deal in consequence. 


RECENT PUBLICATIONS 


PROFESSIONAL INDEMNITY INSURANCE, by Peter Madge. xvi + 
216 pp., 84x 54. Butte-worth, 32s. 

SOLICITORS? ACCOUNTS, third edition, by Philip Lawton and 
A an Hilton. vii+141 pp., 9$ X6. Solicitors’ Law Station- 
ery Society, paperback gos. 

WHILLANS’s Tax TABLES AND TAx RECKONER 1968-69, 
twenty-first edition, by George Whillans. 22 pp., 106. 
Butterworth, 8s 6d. 

MANAGEMENT BY MOTIVATION, by Saul W. Gellerman. 286 
pp. 946. American Management Association Inc., New 
York, $9; Batley Bros & Swinfen, 85s 6d. 

COMPANIES: LAW AND FRACTICE, fourth edition by S. W. 
Magnus and M. Estrin. lxii +1142 pp., 10 X 6. Butterworth, 
TESS, 

STUDIES IN Cost ANALYsIS, second edition, edited by David 
Solomons, xvii +561 pp., 10X 63. Sweet & Maxwell, 105s. 

FINANCIAL STATEMENTS: FORM, ANALYSIS, AND INTERPRE- 
TATION, fifth edition, by Ralph Dale Kennedy and Stewart 
Yarwood McMullen. xv+728 pp., 9x6. Richard D. 
Irwin, Homewood, Illinois, $ro. 

EXTERNAL REPORTING FOR SEGMENTS OF A BusINESss, by 
Morton Backer end Walter B. McFarland. v+106 pp., 
84 x 54. Paperback Research Study, National Association 
of Accountants, New York, $2.50. 

RECRUITMENT ADVERTISING, by Frank Coss. 206 pp., 94 x 6. 
American Management Association, New York, $10.50; 
Batley Bros & Swinfen, roos. 

Busmess PLANNING (MANAGEMENT AND MARKETING SERIES), 
by D. F. C. Halford. 294 pp., 7 X 44. Pan Books, 8s 6d. 
How To FORM A PRIVATE COMPANY, twenty-seventh edition, 
by D. St Clair Morgan and Gordon E. Morris. 63 pp., 

7x5. Jordan & Sons, paperback, 6s 6d. 


These bocks may be obtained from, or through, Gee & Co 
(Publishers) Ltd, The City Library, 151 Strand, London WCS, 
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Wilson, Smith & Sutcliffe 


HE auditors of Wilson, Smith & Sutcliffe, rainwear and 

textile manufacturers, qualify their report to the com- 
pany’s 1967 accounts to the extent that in their opinion the 
value of the shares in and the amounts owing by subsidiaries 
is considerably less than the parent company’s balance 
sheet figure. The accounts, including the auditors’ report, 
are the subject of this week’s reprint. 

The company’s present obviously difficult position can 
be traced back to 1966 when, as a comparatively small 
company, Wilson, Smith & Sutclicfe tcok over J. Mandle- 
berg & Co Ltd. A fundamental part of the accuisition 
arrangement was that the company would be able to raise 
a debenture so as to repay very heavy borrowings ard repay 
loans provided by the company’s merchant bankers. When 
the time came to meet these obligations market conditions 


had changed; it was quite impossible to proceed with the, 


debenture and the board, in the words of the chairman, 
Mr H. J. Jackson, was ‘confronted with the need for an 
urgent and immediate redeployment of its financial resources 
in order to meet the group’s financial commitments’. 

‘This, it was clear, would have to be achieved by selling 
off those sections of the group where the density of capital 
employed was especially high — the dyeing division and the 
rutber division - in relation to profits being made. The dye- 
ing division was sold at a satisfactory price but the board 
was. not so fortunate with the sale of the rubber division 
wh:ch finally involved a consideratle loss. 


Shop sales 


‘The group was also left with very substantial overheads and 
administrative charges which had previously been absorbed 
by the dyeing and rubber divisions. In order to raise further 
cap-tal, factory premises had to ke sold on a lease-back 
arrengement. Before the acquisition of Mandleberg, the 
board, Mr Jackson says, was advised that the retail division 
of some sixty shops was a very valuable asset and also a 
very necessary adjunct to Mandleberg’s manufacturing 
units in so far as it helped to level out production in the 
‘factories. 

The retail division, however, had been making losses over 
a period of years and it became clear that it had not been 
carrying its full share of management and administrative 
charges. Despite attempts at reorganization it became evi- 
dent that the division was continuing to make considerable 
losses. 
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The decision was taken to sell the shops but, during the 
period of ‘many months’ that it took for sales to be com- 
pleted, ‘the losses in these shops had increased alarmingly’. 
Mr Jackson continues his explanation of the position by 
admitting that the household textile division failed 
to make the anticipated recovery and stocks had to be 
heavily written down. Capital employed in the division has 
been reduced. It has also been reduced in worsted textiles 
with the run-down and eventual sale of the Shearer Worsteds 
company. The manufacturing divisions of the group also 
suffered setbacks in what is said to have been the worst ever 
year for the rainwear industry. 

The group is now principally a manufacturer of rainwear 
and casual wear and is a supplier to major customers such as 
Marks & Spencer, leading mail order companies and to the 
Ministry of Defence. Order books in this sphere are ‘very 
large’ and the group is expected to make a ‘modest profit’ 
this year. 

It is, of course, easy to say that the company should never 
have taken over Mandleberg and there would appear to 
be fair ground for an assumption that there was insufficient 
investigation of the Mandleberg group in the first instance. 
But there can be little doubt of the extent of the board’s 
efforts to make amends and get the organization right. 

Mr Jackson makes the comments that are usual on such 
occasions ~ ‘the board feels reasonably confident that in 
spite of the strains and stresses which this reversal has 
caused, the group is now commencing to rebuild its profit- 
ability’. ‘All administrative overheads and management 
costs in every section of the group are being thoroughly 
examined and very drastic economies are being made.’ 

Mr Leslie Lavy, F.c.A., has joined the board as financial 
director, and Mr R. S. Fraser, B.COM., F.C.A., F.C.W.A,, 
J.DIP.M.A., has been appointed financial controller. 


Return to profitability 


The group now consists of a Casual and Rainwear Manu- 
facturing division of six companies and wholesale, retail 
and household textile divisions. The divisional contribu- 
tions to group results in 1967 were as follows: 


Sales Profit Lass 
per cent CR 3 
Casual and rainwear .. 53 88,000 

Wholesale .. shea 28 ) 83,000 
Retail SE 6 2,000 
Household textile .. 13 100,000 
100 £88,000 £185,000 

£ 
Trading loss . 97,000 
Parent company expenditure 24,000 
Total group loss £121,000 


The ‘Summary of Transactions’ included in the reprint 
is an essential part of the report and accounts and clearly 
an essential factor in considering the auditors’ qualification 
of the balance sheet value of investments in subsidiaries. 

The board has a duty to report the result of 1968 opera- 
tions at the earliest possible opportunity. The intention is 
to hold the annual meeting for that year not later than 
April 30 next when the board hopes to be in a position to 
make a reliable forecast for 1969. The present view is that 
trading ‘on an estimated turnover expected to exceed £3 
million, should show a return to profitability’. 
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1-day Conference on 


Taxation 
of 
Partnerships 


to be held at 


THE CRITERION 
Regent Street, London SW1 











on 


DECEMBER 4th, 1968 


| 
Since the Finance Act 1965 there has been 


















renewed interest in the Partnership as a 
medium for carrying on business. This 
conference will discuss in detail certain 
of the more important and difficult 
aspects of Income Tax, Surtax, Estate 
Duty and Capital Gains Tax affect- 
ing the Partner. Tax Planning, where 
appropriate, will also be dealt with. 





The conference, although aimed pri- 
marily at the professional man, will also 
be of general interest to any person 
contemplating carrying on a trade in | 
partnership. 


Further details may be obtained from: 





Department of Professional Studies 
School of Business Administration 
Ashford, Kent 


Tel. Ashford (Kent) 22101 
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How much do you pay the man 
who isnt there? 





An employee disabled through accident or illness may not 
be there for a long time, perhaps even years. The financial 
burden need not be yours. GROUP Permanent Health 
Insurance will do the job for you. Right through to the 65th 
birthday, or until earlier recovery, the Legal and General 
scheme will provide a regular monthly income—guaranteed. 


And what about you? Will there be a steady income for you 
however long you are away? Legal and General have the 
answer—membership of the GROUP scheme or INDIVIDUAL 
Permanent Health Insurance.Send coupon fora free booklet. 


Men who to the future, look e 
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AO ge NERAL 


erro SOCIETY LIMITED 


To LEGAL AND GENERAL ASSURANCE SOCIETY LIMITED 
Temple Court, 11 Queen Victoria Street, London, E.C.4. Tel: 01-248 9678 


Please send me details of your Permanent Health Insurance Schemes. | 
ADDRESS | 
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fora mere £2,500. 


P TO NOW, you would need to be 

investing six figures or more to 
go to J. Henry Schroder Wagg & Co. 
Ltd., the merchant bankers. Their 
advice has been reserved for hand- 
ling over £600 million of invest- 
ments for big institutions, charities, 
investment trusts—and a few private 
clients. 


But today, if you have a middling-rich 
client with £2,500 upwards to invest, you 
can get him the Schroder treatment. 
Direct. Through these two unit trusts— 
Schroder Capital Fund and Schroder 
Income Fund. 


You solve instantly the problem of 
providing an individual portfolio for the 
man with not enough capital to justify 
your time and worry but who deserves 
more than an ordinary unit trust. 


WHY SCHRODERS WON'T TAKE 
LESS THAN £2,500 


By limiting initial investment to £2,500 or 
more, eliminating the small investor and 
restricting dealing (buying and selling of 
units) to only two days per month— 
Stock Exchange Settlement Days— 
Schroder Funds charges are far lower 
than most unit trusts—only 2% initial 





charge, +% annual charge. And the differ- 
ence between buying and selling prices is 
oniy 2% compared with 5% for most 
other unit trusts. Compare. And con- 
sider the savings. 


THE SCHRODER TREATMENT. 
WHAT ARE THE GAINS? 


Schroder Wagg combine immense ex- 
perience with the most modern financial 
market techniques, applied to stock 
market investment both at home and 
overseas—where they have close and 
most valuable connexions. 


And while markets fluctuate and 
results cannot be guaranteed, Schroder 
Wagg have proved above-average per- 
formance for existing clients. 


Example: Two Schroder Wagg 
Investment Trusts have ranked 
among the top ten investment 
trusts over the past five years.* 

Your client will get the same treatment. 
Maximum profitability, low charges-and 
you won't have any worries. 


WHICH SCHRODER FUND 
FOR YOU? 


Needs vary. So there are two trusts. The 
Schroder Capital Fund puts the emphasis 
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Now-invest through Schroders 


Schroder 
Capital Fund 


Schroder 
Income Fund 


on growth: the Schroder Income Fund 
puts the emphasis on dividends. Naturally 
growth is expected within the Income 
Fund, and dividends, although lower, 
with the Capital Fund. 


SCHRODER CAPITAL FUND 


The primary aim of this fund is capital 
appreciation. 


Only a limited number of companies 
can be expected to perform adequately. 
So the portfolio will be restricted to those 
tor which Schroder Wagg can confidently 
forecast maximum growth. 


SCHRODER INCOME FUND 


Essentially, investment will be in com- 
panies which provide a satisfactory 
income return with prospects of some 
capital growth. 


Depending on day-to-day market 
fluctuations and the need to maintain a 
proper balance between profitability and 
security, a small proportion of this fund 
may be invested in carefully selected 
Preference Shares and Fixed Interest 
Securities. 


*Broadstone Investment Trust and Continental & 
Industrial Trust. 


SCHRODER FUNDS 


Managed by J. Henry Schroder Wagg & Co. Limited, merchant bankers, 


120 Cheapside, London, E.C.2. 


TRUSTEE: Lloyds Bank Limited, 72 Lombard Street, London, E.C.3. 

BUYING AND SELLING: Stock Exchange Settlement Days. 

INCOME DISTRIBUTION: Twice yearly: Schroder Capital Fund, first distribution 
20th July 1969 and thereafter 20th January and 20th July. Schroder Income Fund, 
first distribution 20th August 1969 and thereafter 20th February and 20th August. 


Write for brochure giving full details to: 

J. Henry Schroder Wagg & Co. Limited, 
New Issue Dept. TA? 

120 Cheapside, London, E.C.2, 

or telephone Mr. H. Lindsay, 01-588 4000 
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CITY NOTES 


HE London stock-market opened this week after the 

three previous weeks had shown equities to have that 
‘sideways’ tendency which means apparently contra- 
dictory movements of prices. Having in one week fallen 
heavily below the 500 mark for The Financial Times share 
index, the market rallied in the following week almost to 
the 500 level only to sink back in the next week to a level 
a point below that ruling at the end of week one. 

Three weeks for a one point fall in the index may not 
seem particularly eventful but chartists will have noted that 
while the upswing did not take the market through 500, 
the following downswing went through the previous 
trough. Even so, there is still no firmly held majority view 
of the immediate prospects for the equity market. 

Possibly the negative ‘sideways’ forecast is as often 
heard as any but there there are many vociferous fore- 
casters of an inflation-led further rise clean through 500 
and well beyond it. The forecasters of an index drop to 
well below the 450 level rarely seem to convince them- 
selves, largely because they acknowledge the effect of 
the very considerable weight of institutional and unit trust 
money available for equity support. 

The inflationists, it is felt, may have their book blotted 
by some new Government action in the credit restriction 
sphere. 


* * Oo% * * 


"HE prime reason why devaluation has taken so long 

to work is that consumer demar.d was allowed to rise 
for too long. The time lag between devaluation and the 
so-called early Budget was economically a prodigal waste 
of time. Consumer demand has come back a shade in the 
past few weeks but it has come bacz from a much higher 
level than was originally anticipated. The bad timing of the 
Budget, or rather the bad timing of the moves that the 
Budget introduced, has now put the Government in another 
bad timing situation. A new turn of the credit screw ahead 


of the Christmas trading period would certzinly be 
politically unpopular and yst is there any economic sense 
(always assuming the Treasury considers new curbs 
necessary) in delaying restrictions until after the Christmas 
trading period has done its economic worst. ‘here is 
nothing more difficult in the economic sphere than trying 
to make up for lost economic time. 


ZS Kä * Kä 


HE Treasury ban on the provision by the banks of 

credit for trade between non-sterling countries has 
inevitably been seen as stemmung from the Basle agreement 
on sterling credit for sterling balance support Durposes 
and the consequently reduced status of sterling as a reserve 
and world trading currency. The banks have protested 
strongly against the ban. 

The official view apparently is that the £r million or 
so a year that this type of business brings in in foreign 
currency earnings is mcre than counterbalanced by 
pressure on the reserves and by misuse of the system at 
times of pressure on sterling. But the earnings position 1s 
not necessarily the crucial one. 

What is more important is the further demotion. of: 
sterling in trading currency terms and the further demotion 
of British banking in world financing operations. 


Kä $% + $ 


HE market in negotiable sterling certificates cf deposit 
TE in London this week. Sterling certificates of 
deposit are expected to prove as wide a market as dollar 
certificates which were introduced in 1966. The amount of 
dollar CD’s outstanding is unofficially put at some £450 
million. Demand for sterling CD’s is expected to de strong 
initially from overseas subsidiaries of American industrial 
and commercial groups. 


RATES AND PRICES 


Closing prices, Tuesday, October 29th, 1968 
Tax Reserve Certificates: (28.8.68) Companies ARD ; 


3% surrendered for cash; Personal 4% 


Bank Rate 

Jan. 26,1967 .. -e OLY _. Nov. 9, 1967 .. 64% 
Mar, 16, 1967 .. 6% ` Nov. 18, 1967 . 8%, 
May 4, 1967 54% March 21, 1968 , 4% 
Oct. 19, 1967 6% Sept: 19, 1968 Së ae by 

j Treasury Bilis E 
Aug. 23 .. £6 198 o4zd% Sept. 27 .. £6 115 6-52d % 
Aug. 30 .. £6 18s 10°73d%  Oct.4 .. £6 ros 9°56d% 
Sept, D, £6 18s 799d% Oct. 11 .. £6 ros 6°-79d% 
Sept. 13 .. £6'178 2°43d% Oct. 18 .. £6 gs 10°44d% 
Sept. 20 .. -£6 125 175d% Oct. 25 .. £6 gs 10°28d% 

Money Rates | 

Day to day | 5¢-6$% Bank Bills S 
7 days oo ,, 54-68% 2 months .. 6-7% 
Fine Trade Bills . 3 months .. 6-7% 

3 months ,, 8-84% A months . .. 6-7% 

4 GE 3-81% 6 months .. 6-7% 

months -90% 


Foreign Exchanges 
New York .. 2°30 yy Frankfurt oer th 
Montreal .. 2°56 Milan 1488 #3 
Amsterdam 8-708 Oslo 17'07ł 
Brussels 120°39 Paris (TE 
Copenhagen 17°95 Zürich 10°26 $4 
Gilt-edged 

Consols 4% ia GER Funding 6% 1993 824 
Consols 24% bc 33% Savings 3% 60-70 . 92 4$ 
Conversion 34% .. 467} Savings 3% 6575 6-45 | 
Conversion 3% 1971 94u5 Treasury 64% 1976 | 9645 
Conversion 54% 1974 91¢ Treasury 34% 77-89 73% 
Conversion 5% 1972 957 Treasury 34% 79-81 697 
Funding 34% 99-04 DEE Treasury 5% 86-89 73% 
Funding 4% 60-90 94.74 Treasury 53% o8-12 74% 
Funding 54% 78-80 . 83% Treasury Séi 334 


Funding 53% 82-84 
Funding 52% 37-91 80 
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LETTERS TO THE EDITOR 





ACCOUNTANT 


November 2nd, .1968 


Integration of the Profession 


Sir, ~ On the evening of October 16th, I attended a 
meeting held in London in connection with the Scheme 
for the Development of the Accountancy Profession in 
Great Britain and Ireland and I am writing now in response 
to a comment from the platform that there had been a 
disappointingly small amount of correspondence in the 
professional Press about the matter, and because I felt that 
the opportunities in a meeting to cover so wide a scheme 
were so very small, even for the oficial spokesmen. Also I 
fear that (possibly through no fault of their own) those 
spokesmen were unable to hear all — or judging by their 
replies, even much — of my observations. 

It was indicated that the scheme of July 25th, 1968, 
which has been circulated to members of The Institute of 
Chartered Accountants in England and Wales, derived 
originally from problems of recruitment and training of 
students for the profession and that the proposal for the 
integration of various professional bodies was, in that sense, 
consequential. It was stated that the proposals were the 
result of long and careful consideration by the Council of 
the Institute, with other interested bodies, not only of the 
short, but also the long-term position likely to arise in the 
profession. So far as I am aware the most recently published 
(1961) evidence relating to the subject of recruitment and 
training is contained in the-report of the Committee on 
Education and Training (the Parker Committee). 


Standards of. entry 


The would-be entrant to the profession would, under the 
scheme, be required in future to show academic qualifica- 
tion equivalent to that required for entry to a university, 
viz. a pass, apparently at any standard, in two subjects in 
the General Certificate of Education, Advanced Level. In 
reply to references to statistics of examination results pub- 
lished in the Newsletter of the Institute of June 1968, 
certain other statistics were quoted from the platform 
relating, so far as I was able to follow, to the performance of 
students whose articles were registered during the year 1963. 
The statistics quoted seemed to indicate that the proportion 
of students serving five years’ articles who had not, to date, 
passed Part I of the Final Examination was significantly 
greater than for any other category, whilst four-year candi- 
dates showed the best result, surpassing the graduate or 
three-year candidates. It was admitted that no allowance 
was made for the fact that the five-year candidates might 
well not yet have completed their articled service whilst 
the other classes should, of course, have done so. 

The report of the Parker Committée (page 31, paragraph 
62) quotes statistics related to the year 1952 — the latest date 
to which information, adequate for the purpose, was avail- 
able in 1960. These statistics showed that five-year candi- 
dates taking articles at age 15, 16 and 18 did significantly 
better than those at age 17, and very much better than those 
at age 19 or over — possibly the result of candidates having 
belatedly obtained ‘O’ levels or remained at school in the 


unsuccessful attempt to obtain two ‘A’ levels. As between 
the 15, 16 and 13-year-olds and the Advanced Level can- 
didates, the difference was materially less than that between 
the ‘University Scheme’ and other United Kingdom gradu- 
ates. Tae admittedly inadequate single figure for all five- 
year candidates must, on this evidence, be received with 
significent reserve. 

It is admitted that the ‘O’ level candidates form almost 
one-half of the total entry, so that in terms of numbers of 
candidates there would be a very considerable loss of — 
so far as examinazion criteria go — good material, if ‘O’ level 
candidates, especially the younger ones, are barred from 
entry except, at any rate privately, at a second-class level. 

It was further argued that the number of students for 
the non-chartered accountant bodies (see Appendix A of the 
Scheme) greatly exceeded those of the chartered bodies, so 
that the chance of obtaining a larger part of the output from 
the schools would be improved by permitting entry through 
some form of industrial or public service training, similar — 
but under training contract — to that currently operated by 
the three non-chartered accountant bodies. In view of the 
probability that ‘industrial and public service’ entrants 
would, in many cases, have taken up accountancy studies 
after leaving schcol and entering their particular service, it 
seems likely that the apparent preference for this form of 
entry might result more from the larger salaries paid by 
industry than from the attractions of the particular method 
of training. On balance, it seems more probable that entry 
by these channels would increase at the expense of entry 
through service in a professional practice, 


Initial study courses 


The sckeme provides that all students shall be compelled 
to take a nine-months’ full-time study course before ob- 
taining any practical experience. It is contended that their 
value to their prospective principals will be increased there- 
by — and that such studies will be paid for by the taxpayer! 

Upon this matter, also, the only relevant evidence appears 
to be that before the Perker Committee (Report, paragraph 
158): ‘We do not envisage classroom teaching, accom- 
penied by a mocest amount of homework, as a suitable 
medium {for educational study) except within the narrow- 
est limits’, and (paragraph 163): “We regarded classroom 
teaching as generally inappropriate for examination studies 
of articled clerks ...’. It is further worth noting that the 
statistics (paragraph 62) to which I have already referred, 
show clearly that graduates under the Universities Scheme — 
who would have spent more time in classroom study on 
accounting subjects than almost any other variety of can- 
didate — show a result only marginally better than that of 
the Advanced Level candidates and substantially poorer 
than the other Urited Kingdom graduates. i 

If some newly-evolved criterion of comparison — Le, 
other than examinations, which are admittedly defective 
for the purpose — shows that individuals, having had a 
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significant period of classroom tuition, are moze competent 
as accountants or as articled clerks, iż should be disclosed. 
If, as is more probable, no such criterion has been evolved, 
the sole existing yardstick — viz. examination results — 
does not support the proposal to impose extended and 
compulsory classroom tuition. 

In your issue of February 25th, 1967, you published a 
letter from me concerning the then proposal for ‘experi- 
mental’ full-time courses for articled clerks, frem which the 
present proposals for compulsory courses seem to derive. 
I have seen no evidence of the outcome of the ‘experiments’ 
then announced and I should like to know what evidence 
there is in the hands of the Council to justify the change 
from purely experimental voluntary courses to permanent 
compulsory courses. 


Articles of clerkship 

The proposals now envisage a form of ‘training contract’, 
not dissimilar from the current form of articles, but 
permitting conditions designed to ensure that students are 
in some degree under supervision by a chartered accountant 
member of the Institute emploved in the same concern. 
Apart from some statements made after the publication of 
the scheme, evidence to justify this proposal is scanty. One 
is forced, therefore, to hark back again to the report of the 
Parker Committee (paragraph 27): 


‘We believe that it (a good professional up-ringing) goes 
much deeper, to the roots of professional ethics and outlook, 
and that it is the foundation of the Institute’s high standing. 
Its products include a proper but not assertive independ- 
ence of mind, a natural objectiveness of approach, that 

-constant appreciation of right and wrong which makes for 
true integrity, and a genuinely fraternal attitude to profes- 
sional brethren. Traits of this kind are best acquired not 
by precept but unconsciously from the example and en- 
vironment which a good professional upbring-ng provides.’ 


Later (paragraph 29), the Parker Committee quoted from 
memoranda submitted by two very large ard important 
industrial concerns, including the following: 


‘It is true to say that industry can provide the teaching, 
and to a limited extent the varied experience for its own 
accountancy pupils, but it cannot entirely provide them 
with the background of slowly increasing -esponsibility 
which is the essence of the apprenticeship system or with 
the intimate contacts with professional superiors which are 
so important in producing the independence of mind and 
integrity of a professional man.’ (Unilever Ltd.) 

“We consider that the most important part cf the training 
of a chartered accountant, whether his career is to be spent 
wholly within the practising side of the profession or 
whether it is to be spent mainly as an accountant in in- 
dustry, lies in the fundamental condition of service under 
articles of clerkship in the office of a practising chartered 
accountant. . . . As chartered accountants engaged in 
industry we would assure the committee that we would 
never countenance any suggestion that the qualification of 
a chartered accountant could be obtained either by an 
individual already engaged in industry or by one who is 
determined upon an industrial carzer,.in any way other 
than by articled service within the practising side of the 
profession, coupled, of course, with attainment of the 
requisite examination standard. In our opinion, the whole 
conception of the professional code and standards which a 
chartered accountant is expected to uphold, whether he is 
engaged in practice or in industry, rests upon this principle 
of service under articles with a practising chartered 
accountant.’ (Imperial Chemical Industries Ltd.) 


This — authoritative — evidence clearly indicates the view 
of the writers that training other than in a professional 
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practice did not produce accountants of the standard 
required. 


Control of training contracts 

The proposals to tighten the control of servic? under 
training contracts would seem to run precisely counter to 

the evidence contained in paragraphs 45 to 48 of the Parker 
Report. [t seems now to be suggested that weight would be 

attributed to the training (i.e. presumably chssroom 
tuition) arrangements of firms, to the size of their practice 

and the proportion of their audit as distinct from other 
accountancy work. It is suggested that the preparation, as 
distinct from the audit, of accounts and especially from 

incomplete records, does nat provide adequate experience. 

As the Parker Committee recognized (paragraph 45) work 

on incomplete records provides valuable ~ some would say 

the best — training for a pupil. It is likely that the absence 

of this type of work in the larger practice is a far graver 

handicap to the student in taose practices than the absence 

of straight-forward pure audit work in the smaller practices. 


Two-tter profession 

As some kind of compensation to the less acadzmically 
qualified entrants, there is a proposal to allow a second tier 
of accountants to be called (so far) “Licentiate Accountants’, 
(In view of the probable ‘imitations in their duties the 
expression “Executive Accountants’ might be better.) The 
‘licentiate accountant’ would not be entitled to a certificate 
of practice from the Institute without which he could not 
undertake certain reserved functions — primarily of audit. 
It should be noted that without new legislation no one could 
be prevented from undertaking accountancy work (such as 
the preparation of accounts, the submission of infcrmation 
to, and the settlement of assessments with the Inland 
Revenue, advising, including investigations on behalf of, 
private individuals, the audit of accounts other than those 
of companies incorporated under the Acts of 1948 and 1967). 
There is some suggestion in the scheme that legislation is 
in contemplation or will be promoted, but it seems likely 
to be of small scope and possibly unobtainable. On the 
contrary, there is a suggestion that the scheme is designed, 
inter alia, to prevent and forestall possible legislation to 
unify the profession willy-nilly (Appendix B, paragraph 21 
of the scheme). 


Integration 

Integration of the various accountancy bodies is regarded 
as essential in order to give identical control over all their 
members and students. However this may be, it must 
involve the immediate admission of a substantial number of 
individuals without experience in a professional practice. 
Undoubtedly there are many members of the non-caartered 
accountant bodies whose experience and background would 
entitle them to recognition as much as any chartered ac- 
countant. Those who have had upwards of three years’ 
experience, most desirably in the early training period of 
their careers could, subject to examination suczess, be 
admitted. Others, who lack such experience, are not quali- 
fied — expecially after reaching mature years, and even 
retirement after a short term of service in a practising office 
— to be given the right to practise a profession to which they 
have never been trained. 

The application of higher educational tests at entry and 
more rigid control of members would be likely — as has 
happened in the past — to lead to the appearance of yet 
new bodies set up by would-be practitioners not wishing to 


S THE 
610 


accept the restrictions of membership of an enlarged 
Institute of Chartered Accountants. 


Conclusion 

The scheme appears to be based upon proposals to do 
something which is different without necessarily considering 
whether it will meet the ~ real enough — difficulties that are 
arising. No practising accountant can be unaware of the 
difficulties of obtaining staff, more particularly, a competent 
staff. These proposals are likely to make this task more 
difficult and not easier, and there is nothing in them which 
suggests that the training which students will receive will be 
better than it now is. 

In the short-term I would expect these proposals to make 
recruitment and training procedures more expensive and 
more difficult. In the long-term I would fear that they 
would corrode. that standard of independence, objectivity 
and all those items comprised in the definition of a ‘good 
professional upbringing’ which I have quoted from 
paragraph 27 of the Report of the Parker Committee. The 
fruits of abandonment of that standard will not be seen 
immediately, but in the long run I fear they will. 


Yours faithfully, 


London EC2, . H O. H. COULSON. 
Sm, - Inall the discussions now taking place about the form 
which the profession should take in the future, I notice 
there is nothing in the integration proposals which does 
anything to increase the already meagre earnings of mem- 
bers, taken as a whole. Indeed, the proposed vertical and 
horizontal divisions would only serve to dilute the profes- 
sion and weaken their marginal worth still further. 

Even a casual examination of the situations vacant 
columns of the national Press and those of our professional 
journals, shows that the median of all salaries must be in 
the region of {2,200 p.a. which, after the usual deductions, 
makes our average accountant an under {40 a week man. 
One could hardly call this a highly-paid profession by any 
stretch of the imagination! By the same token for every 
vacancy there must be many applicants but ‘few chosen’. 

The fact that the six participating bodies can boast 
80,000 members mier se fills me with dread. Although each 
one makes a great point of restricting entry by raising 
examination standards, it really does nothing of the sort as 
their constituent members continue to increase year by year. 

It stands out a mile that members of the accountancy 

“profession can only increase their rewards to something 
commensurate with their (alleged) status if (a) they can make 
a vast reduction in their numbers, and (b) the costs of 
training can be upped to something in keeping with those 


incurred by any other worthwhile profession, such as 


dentistry. 

In order to bring this about I suggest that a faculty of 
accounting be set up at Oxbridge or London. The mini- 
mum condition of entry would be an honours degree in 
maths and/or economics. All would-be entrants to the 
profession would be trained here. The course could last 
anything up to seven years but would be interspersed with 
periods of practical activity where the student would act as 
an understudy toa principal. On the successful completion 
of the course he would be awarded a Ph.D. and would be 
known to the world at large as a Chartered Ph.D. 

This- scheme, if adopted, wculd have the following 
advantages: i 

(1) A unified and uniform profession where all members 
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would be able to handle every facet of the profession 
with equal facility. This would end the who-does- 
what argument. 


(2) Since the numbers of students would be few in 
number, the Council would be in a position to have 
real personal knowledge of each one before admitting 
them to membership. 


` (3) Accountants would have a real ‘scarcity’ value instead 
of being surplus to requirements as they are now. 


(4) A really catastrophic fall in numbers would occur, as 
the number of persons being able to vaunt an honours 
degree in the first place would be very few indeed. 


(5) The costs of training would be pushed up to a much 
more realistic figure. As it is now, provided a student. 
is prepared to work, he can cover the syllabus merely 
by sitting in a reference library, the costs of which are 
nil! 

(6) Having regard to economic conditions likely to obtain 
so-Ico years hence, accountants would evolve 
naturally into a purely policy-making body and 
persons trained as above would be able to fulfil this 
function admirably. 


(7) It would raise the over-all intellectual quality of the 
_ profession as only the best brains would qualify. 


(8) All members would have an equal chance of being 
elected to the Council — no vertical divisions into 
associates and fellows, etc. 


If the present structure of the accountancy profession 
is to go into the ‘melting pot’, let us make sure that the new 
cne which emerges is slanted to the benefit of members at 
present existing. It is of cold comfort to be told on the one 
hand how important our profession is in the great big world 
cutside, and at the same time to have or other chaps ready, 
willing and able to step into one’s shoes if you fall out with 
your boss. 

In discussions about the future of our profession let all 
raembers, no matter to which body they belong, have their 
economic principles firmly emblazoned before them. For if 
they permit dilution and proliferation, an accountancy 
cualification wiil cease to be worth the paper it is written on 
and in the last analysis they may all be better off on National 
Assistance. 

Yours faithfully, 


London W4. .G. T. BURTON, a.c.w.a. 


SIR, -In his letter published in your issue of September 
21st, Mr S. C. Hand makes the point that the chartered 
Lodies will be weakened, not strengthened, by the addition 
af some 26,900 members of the other three bodies. 

While admitting that mere numbers of themselves do not 
add anything to the ‘strength’ of any body, it must surely 
ke agreed that the broadening effects of integration would 
ke beneficial to the chartered bodies. I am less sure of the 
kenefits to de derived by the three absorbed bodies since it 
has long been my contention that any reasonably competent 
accountant, trained by whatever discipline, can check the 
work of others, i.e. perform an audit function. 

I am aware of the arguments to the contrary, stressing 
the awesome responsibility accepted by the auditor when 
certifying statements, but his is still a checking function in 
which he follows, as a rule, a prescribed routine, generally 
accepted practices and statutory requirements. Having 
completed his task, he makes — not a decision but a re- 
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commendation which others, sometimes certified or cost 
accountants, will then accept or reject. 

Mr Hand also makes great play of the fact that ‘in his 
experience’ members of the other-than-chartered bodies 
tend to occupy ‘subordinate positions in industry’ and that 
much of their work is routine. 

I can conceive of nothing more routine than the auditing, 
by established method, of a company’s accounts or the 
accounts of several companies, over a period of years; even 
Mr Hand can scarcely deny that this is the fate of a great 
many chartered accountants. 

In this context, when considering standing and experi- 
ence, we should wonder whether a man has, for example, 
ten years’ experience or one year’s experience repeated ten 
times; I fear that for chartered accountants engaged in 
auditing, the latter is more frequently the case. 

Mr Hand goes on to state that generally chartered ac- 
countants in industry carry greater responsibility and 
seniority than do members of the certified and cost ac- 
countant bodies and do the ‘real thinking’. This, I believe, 
is not particularly relevant, since contributions to policy 
and decision-making come from all sections of management 
and to pretend that the chartered accountant carries greater 
responsibility than his costing counterpart is somewhat 
unrealistic. 

The ‘real thinking’ to which he refers has been contri- 
buted, not by the chartered accountant in whatever capacity, 
but by the production, engineering, accounting and systems 
personnel of the organization concerned and in this area 
the cost and management accountant makes his considerable 
contribution in shaping the course of events. 

It is through the injection of this type of experience that 
I believe the chartered bodies would receive an immense 
benefit by integration with the other bodies. Put another 
way, there is little doubt that exposure on the ‘firing line’ 
as opposed to sitting in the ‘ivory tower’ would be of 
inestimable benefit to our chartered brethren. 

In spite of the foregoing, there are many points in Mr 
Hand’s letter with which I agree, in particular that all 
chartered accountants are not fountains of wisdom and not 
all cost and certified accountants are ‘black sheep’. 

However, I greatly doubt the benefits of integrating his 
‘black sheep’ with ours. 

Yours faithfully, 


R. A. HUNTER. A.c.w.a. 
Pointe Claire, Quebec, Canada. 


Integration in India 


SIR, — I refer to the admirably condensed factual summary 
of the Joint Committee Report published in your issue of 
October 19th, at page 531. The Joint Committee was 
actually set up through the initiative of The Institute of 
Cost and Works Accountants of India. On the face of it the 
background for the suggested integration may appear to 
be similar to the move in England, but in fact there are 
several significant variations which require the two moves 
to be viewed from different perspectives. 

The ICWA of India is a statutory body and statutory 
provisions have been laid out for cost audit, independent of 
the financial audit. While a certain measure of co-ordination 
may be possible for the healthy growth of both the profes- 
sions, it is doubtful whether merger of the type contem- 
plated in the Joint Committee Report is in the best interest 
of the two professions and the nation at large. 
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While unity in form and function is favourable under 
certain conditions, specialization is not without its own 
merits. 

Yours faithfully, 


Calcutta. N. S. VENKATAKRISHNAN. 


Growth, Historic Cost and Profit 


SIR, — The author of the article under the above-mentioned 
title in The Accountant of October 19th, clearly adopts that 
definition of ‘depreciation’ which implies that the main 
function of provisions for depreciation is to provide funds 
for future expenditure, rather than the more orthodox view 
that depreciation is primarily the amortization of past 
expenditure. The more orthodox view distinguishes 
between (a) the charge against the results of operations for 
‘depreciation’ to reflect the using up of past expenditure; 
and (b) the need to appropriate out of operating surpluses 
sums for future expenditure to the extent that the concern 
aims to be self-financing. 

The object of the amortization of past expenditure - apart 
from its use as an element in the assessment of operating 
results — is to ensure the maintenance of the capital of the 
concern. This object will be inadequately achieved in times 
of change in the purchasing power of money by basing 
charges for depreciation of fixed assets on unadjusted 
historical cost. On the other hand, a basis of historical cost, 
adjusted by means of a suitable general price index into 
terms of money of current value, overcomes most of these 
objections (see, for instance, Accounting for Stewardship in a 
Period of Inflation, the booklet recently published by the 
Research Foundation of The Institute of Chartered Ac- 
countants in England and Wales). 

The basing of depreciation on replacement costs or on 
current values raises a number of difficulties and incon- 
sistencies, which were clearly set out in Recommendation 
on Accounting Principles N.15 of the English Institute. 
Some of the unfortunate consequences may be seen in the 
examples of calculations given in the article in The Account- 
ant — for instance: 

(1) The recommended depreciation provisions in Dia- 
gram C only amount to {£7,200 for an asset with an 
initial cost of £10,000. How does the author expect 
to deal with the balance of £2,800? 

(2) In Diagram B, the depreciation provisions exceed the 
initial cost by £3,800, accumulated by charges against 
profit but now representing a free reserve. 

(3) It is assumed in the calculations that eventual replace- 
ment cost can be forecast when the original asset is 
acquired: this is unrealistic particularly when a sub- 
stantial change is assumed. 

A system such as that shown in the article may well be 
used to calculate and even out the appropriations of profit 
necessary to provide for forecast increased replacement costs 
and planned growth, but it is misleading to show more than 
depreciation of historic cost (preferably adjusted for infla- 
tion) as a charge against profits. 

A point not taken into account by the author of the article 
is that a fixed useful life for a physical asset is rare. Advances 
in technology mean that replacement is rarely like with exact 
like, and technology and price changes both influence the 
assessment of an asset’s economic life and its effective 
obsolescence. 

Yours faithfully, 


MAFCA., 
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Accountants ‘Hold Key to Efficient 
Business Management 


HARTERED accountants pro- 

vided more completely than any 
other group of people the things which 
were needed today to produce very 
much better and efficient business 
management in the future, stated Sir 
Mark Turner, a merchant banker, at 
Leeds last Friday. He was proposing 
the toast of The Institute of Chartered 
Accountants in England and Wales at 
the annual dinner of the Leeds, Brad- 
ford and District Society. 

Sir Mark said that although he was 
not a member of the accountancy pro- 
fession, it had always been his privilege 
throughout his business life to have 
worked in close association with it. 

Before the war opportunities for 
young accountants were far more 
limited than they were today, demands 
by industry for financial skills were 
very much more restricted and limited 
than they were now. 

Only since the war had one seen 
grow up in industry a very important 
new development, namely the financial 
controller or financial director. 

“This is not to say the chief account- 


ant’s function is not as important as it 
was,’ said Sir Mark. ‘It is a vital 
function, but the emphasis on good 
business management today has moved 
into the financial field and finance has 
come to be recognized in these new 
names and appointments you have in 
industry. It is from these positions that 
many chief executives in industry are 
being recruited.’ 


Business graduates 


Referring to the questioh of educa- 
tion in business, with particular em- 
phasis on management training, Sir 
Mark said that during the last few 
years there had grown up the new 
phenomenon, the business graduate. 
These were young men who up to a 
few years ago probably came from the 
Harvard Business School. Now they 
were coming from the new schools in 
London and Manchester, and from 
universities in other cities, and they 
had a very important part to play. 

“They are, I think, teaching us — if 
we are prepared to be taught —a lot of 
what business is all about.’ 


Sir Mark went on to say that this 
‘new look’ at business management 
should not be confined to the young. 
There was a counter path for the old 
and he attached great importance to 
the re-education of the older manage- 
ment groups. It was terribly important 
that they should have new environ- 
ments and be re-injected with en- 
thusiasm. 

‘If this can be done’, said Sir Mark, 
‘we stand to produce a very much 
better and efficient management in the 
future than we have today. 

‘You may think this is a far cry from 
your profession but you are the basis 
for what I have said. 1 ou provide more 
completely than any other group of 
people the things that are needed today.’ 

In his response, Mr Stanley Dixon, 
M.A., F.C.A., President of The Institute 
of Chartered Accountants in England 
and Wales, said he replied to the toast 
with considerable emotion because he 
was born in Leeds, educated at Leeds 
Grammar School and articled in Leeds. 

‘Our profession’, said Mr Dixon, ‘is 
going through perhaps the most im- 
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Mr James Whitehead, F.C.A., President of the Society, centre, with the principal guests at the dinner. Left to right: Sir Mark Turner, 
Mr John Rafferty, Lord Mayor of Leeds, the Rev. Canon W. Fenton Morley, MA B.D., Vicar of Leeds, and Mr Stanley Dixon, M.A., 


F.C.A., President of the Institute. 
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portant and significant period of its 
long history. We realize that there have 
been developments over the last ten 
years which have put completely out 
of date a lot of our preconceived ideas 
and our present practices. 

‘We are aware of the challenge of the 
management school. We are aware of 
the vast amount of knowledge which 
the chartered accountant should now 
acquire. We are aware of the large 
number of university places which now 
attract so many of the young men who 
came to us as articled clerks with ‘O’ 
levels or ‘A’ levels. 

‘Therefore we have put before our 
members a far-reaching, bold and 
imaginative scheme for the develop- 
ment of the whole of the accountancy 
profession. We aim at a higher entry 
standard and better training. 


THE 
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‘Those of you who have read the 
scheme will, I am sure, have appre- 
ciated that nothing is more significant 
than the educational proposals, and 
perhaps you have also realized these 
educational proposals are in a rather 
fluid state because we in the Council 
are far from having made up our 
minds about this whole question of 
education in the profession.’ 


Areas of conflict 


Mr Dixon said there were areas of 
conflict. One was between a general 
education and a technical education. 
‘What do you want a chartered ac- 
countant of the future to be? There 
are many who would hold that the firm 
basis of wisdom and judgement 1s 
training, not in a technical subject at 
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the bottom, but training in the 
humanities, the social sciences, econ- 
omics and classics before a technical 
training starts’. 


Another area of conflict was that be- 


tween theoretical knowledge and prac- 
tical experience. 


Mr Dixon said the Institute was now 


thinking along the same lines as the 
views expressed by Sir Mark and 


added: ‘If we have not put our house 
in order we have every intention of 
doing so’. 

The toast of Our Guests was pro- 
posed by Mr James Whitehead, F.C.A., 
President of the Leeds, Bradford and 
District Society of Chartered Account- 
ants, and responded to by the Lord 
Mayor of Leeds, Mr John Rafferty, 
and Rev. Canon Fenton Morley, M.A., 
B.D., the Vicar of Leeds. 


The Communication Problem 


CALL for better communications 

in The Institute of Chartered 
Accountants in England and Wales by 
more co-operation and involvement 
of members, was made by Mr Stanley 
Dixon, M.A., F.C.A., the President, last 
week. 

He was responding to the toast of 
the Institute, proposed by Mr A. 
Dickson Wright, M.S., F.R.C.S., at the 
annual dinner of the Leicestershire and 
Northamptonshire Society held at 
Kettering. 

Mr Dixon said that often members 
were not interested in the Institute 
because they felt they were not 
involved. 

‘The great problem to me is how to 
make all our members realize that they 
are the Institute, and not the 40 or 50 
members who represent them on the 
Council’, he said. 


District ‘open days’ 


‘It is only by co-operation and 
involvement of all members that we 
can really get communication’, he went 
on, and he thought that this involve- 
ment must first of all be in the districts. 

He revealed that in the New Year it 
was proposed to hold an ‘open day’ in 
every district, when members and 


President’s Remarks at Northants Dinner 


Council members could get together 
and hear each other’s points of view. 

He went on to say that he would 
like to see some sort of liaison in the 
districts, particularly among smaller 
firms and sole practitioners. He 
thought those in this category often 
felt left out of the affairs of the Council 
and they even thought the Council 
was not interested in their problems. 

Referring to the importance of the 
quality of students who entered the 
profession and the training they re- 
ceived, Mr Dixon said this was a 
problem not only for those in industry 
but also for those in practice. He 
praised as ‘right’ the scheme on which 
members would vote next year 
and, which, if approved, would make 
one profession for those in industry 
and those in practice. 

‘For the first time, it provides for 
those in industry the right to train 
for their own Institute. This would 
mean that those in industry would be 
truly inspired and involved in the 
affairs of their own Institute’, he said. 

The toast of The Guests was 
proposed by Mr A. L. Peatman, 
F.c.A., President of the Leicestershire 
and Northamptonshire Society. He 
welcomed Mr Dixon as the first 
non-practising President of the Insti- 


tute. He was most impressed by Mr 
Dixon’s anxiety to uphold the tradi- 
tions of the Institute and also of his 
interest in the needs of the new mem- 
bers. ‘This year could well go down 
as one of the busiest in the history of 
the Institute,’ said Mr Peatman. 


Simplify the tax system 


The response on behalf of the 
guests was made by Mr T. G. 
Boardman, M.C., T.D., Member of 
Parliament for South-west Leicester. 
A simplified tax system, he said, 
should be the first and fundamental 
step to be taken by politicians. “We are 
spending a fantastic amount of time 
trying to understand what we are 
churning out in Westminster,’ he said. 
‘But yours is a profession that will 
surmount all these problems and go 
forward from strength to strength.’ 

The dinner, attended by more than 
300 members and guests, was held in 
the Pavilion of Wicksteed Park, Ket- 
tering. The official guests included the 
Lord Lieutenant of Northampton- 
shire, Lieut.-Col John Chandos-Pole, 
opp, Alderman R. L. Denney, J.P., 
Mayor of Kettering, and Alderman 
Miss R. Perkins, J.P., Mayor of 
Northampton. 
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Notes 


and 
Notices 









PROFESSIONAL NOTICES 


Messrs ANNAN, DeExTER & CO, 
Chartered Accountants, of 21 Iron- 
monger Lane, London EC2, announce 
that as from October rat, 1968, Mr 
PETER DESMOND ASHFORD, A.C.A., has 
been admitted to partnership. 


MESSRS JAMES, EDWARDS, 
DANGERFIELD & Co, Chartered Ac- 
countants, of Salisbury House, Lon- 
don Wall, London EC2, and Messrs 
SMYTH BRANDON & Co, Chartered 
Accountants, of 12 Malone Road, 
Belfast 9, with offices at Enniskillen, 
announce that their two firms have 
become associated. Mr T. G. 
HARDING, F.C.A., of the London firm, 
has become a partner in Messrs 
SMYTH, BRANDON & Co, and Mr 
W. H. og F. SMYTH, F.c.A., of the 
Belfast firm, has become a partner in 
Messrs JAMES, EDWARDS, DANGERFIELD 
& Co. 


MESSRS DELOITTE, PLENDER, 
GRIFFITHS & Co and DELOITTE, 
PLENDER, HASKINS & SELLS announce 
with regret the retirement on Sep- 
tember 30th, 1968, of Mr G. N. 
TAYLOR, opp, T.D., M.A., F.C.A., from 
their Newcastle partnerships. 


MESSRS DELOITTE, PLENDER, 
GRIFFITHS & Co and DELOITTE, 
PLENDER, HAsKINS & SELLS announce 
the admission into their Newcastle 
partnerships, as from October st, 
1968, of Mr P. R. M. HARBOTTLE, 
A.C.A. 
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MESSRS ARTHUR YOUNG 
McCLELLAND Moores & Co, Chart- 
ered Accountants, announce that as 
from November ist, 1968, they have 
taken into partnership Mr F. GILBERT 
PARR, C.A., who has been with the 
firm for a number of years. Mr PARR 
will be resident at the Liverpool office. 


Messrs PANNELL FITZPATRICK & Co, 
Chartered Accountants, have moved 
their Paris office to 8 Rue Montalivet 
Paris 8me, telephone Anjou 20.11. 


Messrs PANNELL FITZPATRICK & Co, 
Chartered Accountants, of Lee House, 
London Wall, London EC2, announce 
that Mr Criaupe Rrap Brown, 
B.A.(COM.), A.C.A., has been admitted 
to partnership in the London firm. 


Messrs READS, COCKE & WATSON, 
Chartered Accountants, announce with 
great regret the death on October 16th, 
1968, of their senior partner, Mr JOHN 
WILLIAM Marks GROvyES, F.C.A. The 
practice will be carried on by the 
remaining partners. 


Messrs ‘ToucHe, Ross, BAILEY, 
SMART & Co announce that Mr W. J. 
FINDLAY, C.A., and Mr R. G. SouTHEY 
were appointed directors on October 
15th, 1968. 


APPOINTMENTS 
Mr John Leyland, F.c.a., has been 
appointed finance director of Scott 
Bader & Co Ltd. He will continue in 
his present position of company 
secretary. 
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Mr T. Pickthall 





Mr John Leyland 


Mr T. Pickthall, A.C.A., formerly 
financial controller of Thomson Tele- 
vision (International) Ltd, has been 
appointed financial controller of Guest 
Electronics Ltd. 

Mr H S. Axton, F.c.4., managing 
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director of Brixton Estate Ltd, has 
accepted an invitation to be a Governor 
of Nuffield Nursing Homes Trust. 


Mr M. R. Pullen, F.A.c.c.A., A.C.W.A., 
has been appointed accountant and 
secretary of Hugh Mackay & Co Ltd. 


Mr R. J. Shaw, rF.c.a., has been 
appointed managing director of 


Crompton Nettlefold Stenman Ltd. 


Mr James Waddington, A.C.A., has 
been appointed a director of Great 
Portland Estates Ltd. 


CORPORATION TAX 


Through changes in corporation tax 
following the introduction of the 1968 
Finance Act, the Inland Revenue’s 
publication Corporation Tax already 
in use requires some amendment. A 
leaflet entitled “Corporation tax leaflet 
570 (1968) insert’, explaining the 
necessary amendments and additions 
to this publication is available from 
the offices of HM Inspectors of Taxes. 

Similar leaflets previously issued 
covering the amendments consequent 
upon the Finance Acts 1966 and 1967 
are also available. 


SET: NATIONAL GIRO 


The Treasury have announced that the 
National Giro Service of the Post 
Office will bear selective employment 
tax. This is the effect of the Selective 
Employment Tax (Payments to Public 
Bodies) (Variation) (No. 2) Order, 1968, 
which came into operation on Monday 
of last week. 

While public bodies do not gener- 
ally bear the tax, it is the Govern- 
ment’s policy that where a separately 
organized part of an undertaking is in 
direct competition with the private 
sector, that part should bear the tax 
in the same way as its competitors. The 
Order therefore adds the National 
Giro Service to Part II of Schedule 1 
to the Selective Employment Payments 
Act 1966, which lists the parts of 
undertakings which are excluded from 
receiving refunds of SET. The Order 
has been published as Statutory 
Instrument 1968 No. 1622. (HMSO 
price 4d). 


JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SW1 


Telephone 01-834 2002 (4 lines) 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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CHARTERED ACCOUNTANT TO 
BE CHAIRMAN OF 
BRITISH PETROLEUM 


Mr A. E. C. Drake, C.B.E., M.A., F.C.A., 
and Mr A. F. Down, 0.B.E., M.C., T.D., 
C.A., J.DIP.M.A., are to be respectively 
chairman and deputy chairman of The 
British Petroleum Co Ltd as from 
January 25th. 

Mr Drake, who is to succeed Sir 





j 


Mr A. E. C. Drake Mr A. F. Down 
Maurice Bridgeman, K.B.E., has been 
deputy chairman for the past six years. 
Aged 57, he joined the company in 
1935, the year after he was admitted to 
membership of The Institute of 
Chartered Accountants in England and 
Wales. He was transferred from BP’s 
London office to Iran in 1938 and 
in 1950 was appointed general manager 
in Iran and Iraq during the most 
difficult period in the company’s 
tenure in Iran. In 1957 he became a 
director of BP Trading Ltd and a 
managing director of BP in the follow- 
ing year. He was made a CBE in the 
1952 New Year’s Honours List. 

Mr Down, whois 54, has been manag- 
ing director of BP since 1962 having 
joined the company in 1938, the same 
year in which he was admitted to 
membership of The Institute of 
Chartered Accountants of Scotland. 
He served the company in the Middle 
East until 1940 and after the war held 
several posts within the company. 
In 1954 he went to Canada as chief 
representative of BP when it was 
decided to commence operations there, 
subsequently being appointed Presi- 
dent of The British Petroleum Com- 
pany of Canada Ltd and of its main 
subsidiaries. He resigned from his 
Canadian appointments in 1962 in 
preparation for his return to London. 
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THE INSTITUTE OF COST AND 
WORKS ACCOUNTANTS 


President's Luncheon 


The President of The Institute of Cost 
and Works Accountants, Mr R. 
Glendinning, M.A., C.A., F.C.W.A., gave 
a luncheon party last Monday at the 
offices of the Institute, 63 Portland 
Place, London Wr. Those present 
included Mr J. P. W. Mallalieu, M.P., 
Minister of State, Ministry of Tech- 
nology; Mr G. Wheeler, c.B.£., Prin- 
cipal Establishment Officer, Ministry 
of Technology; Mr William Wells, 
Q.C., MP: Mr H. P. Southall, F.C.A., 
F.C.W.A., J.DIP.M.A., a Vice-President 
of the Institute; Mr W. L. Spalding 
B.SC.(ECON.), C.A., F.C.W.A., F.C.1.S., and 
Mr M. H. Walters, c.B.£., Secretary of 
the Institute. 


One-day Conference 


‘Corporate planning ‘will be the theme 
of a one-day conference to be held by 
The Institute of Cost and Works 
Accountants at the Connaught Rooms, 
London WC2, on November 15th. 

The conference should be of prac- 
tical value to those engaged in for- 
mulating or advising on all forms of 
company planning. Addresses will be 
given by Mr A. D. Mackay, B.COM., 
CA. F.C.W.A., managing director, 
Standard Telephones and Cables Ltd; 
Mr E. B. Bishop, F.c.W.A., F.C.1.S. and 
Mr J. G. Griffiths, M.A., both of The 
Burmah Oil Co Ltd. The guest 
speaker at the conference luncheon 
will be Mr H. F. R. Catherwood, 
M.A., F.C.A., Director-General, National 
Economic Development Council. 

Members may also invite business 
colleagues and the registration fee of 
£5 should be sent without delay to 
Mr K. L. Lucas, A.c.w.a., 78 Vigilant 
Way, Gravesend, Kent. 


PROPOSED INTEGRATION 
SCHEME 


Next Week's Meetings 


The following local discussion meetings 
of members of the various accountancy 
bodies have been arranged for next 
week. Members must produce their 
copies of the scheme to gain admission. 
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The Institute of Chartered 
Accountants in England and 
Wales 
Monday: 
Reading, The University, White- 


knights, Shinfield Road, 7 p.m. 
Wednesday: 

Slough, Community Centre, Farnham 
Road, 5.30 p.m. 

Friday: 

Stoke-on-Trent, North Stafford Hotel, 
6 p.m. 


The Institute of Chartered 
Accountants of Scotland 

Tuesday: 

London, The Lecture Hall, Central 
Hall, Westminster, 4 p.m. 
Wednesday: 

Bristol, ‘The University, Lecture 
Theatre II, School of Chemistry, 
5.30 p.m. 

Thursday: 

Birmingham, Midland Hotel, New 
Street, 6.30 p.m. 


The Association of Certified 

and Corporate Accountants 
Monday: 

London, Central Hall, Westminster, 
6 p.m. 


The Institute of Cost and 
Works Accountants 


Monday: 

Manchester, Midland Hotel, Peter 
Street, 6.30 p.m. 

Tuesday: 


Liverpool, Lecture Theatre B, Univer- 
sity Precinct, 6.30 p.m. 

Wednesday : 

Preston, Chamber of Commerce 
(Board Room), 49A Fishergate, 6.30 
p.m. 


The Institute of Municipal 
Treasurers and Accountants 


Council members will attend the 


following branch and section meetings, 
when the scheme will be discussed. 


Thursday: 
Yorkshire and Humberside Associates, 
Huddersfield, 10.30 a.m. 





SALES & VALUATIONS 


OF 


FACTORIES, PLANT & MACHINERY 
Established 1807 
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SOUTH-WEST LONDON 
DISCUSSION GROUP 


The next meeting of the South-west 
London Discussion Group will take 
place at the Kingston Hotel, 76 Fife 
Road, Kingston upon Thames on 
Thursday, November 7th, 1968, at 
6.45 p.m. for 7 p.m. when the subject 
for discussion will be “The Finance 


Act 1968’. 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 


There is to be a two-day course for 
members on ‘Capital structure’, on 
November 7th and 8th. Details are as 
follows: 


‘THURSDAY, NOVEMBER 7th. 

10.00 — ‘Quotations department, The 
Stock Exchange, London’, by Mr 
W. S. Wareham, secretary, quotations 
department, The Stock Exchange. 

11.30 — ‘Internally raised finance’, by 
Mr Alec Monk, B.A., member, finance 
section group planning department, 
Rio Tinto Zinc Corporation Ltd. 

2.15 — ‘Shareholders’ participation in 
companies and company meetings’, 
by Mr Leslie Cork, senior partner, 
Herbert Oppenheimer, Nathan and 
Vandyk. 

3-45 — Summary and discussion. 

FRIDAY, NOVEMBER 8th. 

10.00 — ‘Role of the Government in 
mergers’, by Mr G. D. Owen, 
Industrial Reorganization Corpora- 
tion. 

11.30 — ‘The Monopolies Commission — 
the monopolies and mergers legis- 
lation and the financial and accounting 
aspects arising in a merger inquiry’, 
by Mr T. A. Wells, F.c.a., 
Monopolies Commission. 

2.15 — ‘Raising capital for horizontal 
integration’, by Mr J. D. Slater, 
F.C.A., Chairman, Slater, Walker 
Securities Ltd. 

3-45 — Summary and discussion. 


INTERNATIONAL FISCAL 
ASSOCIATION 


‘Swedish thoughts in the field of 
corporate taxation’ will be the subject 
of a talk to be given by Dr Dag 
Helmers, LL.D., deputy director-gen- 
eral, Federation of Swedish Industries 
and President of the Swedish Branch 
of the International Fiscal Association, 





APPLY 


THE 


ACCOUNTANT 


at the next meeting of the British 
Branch of the International Fiscal 
Association on November 6th. 

‘Tax treaty workshop’ is the title 
of the two following meetings. The 
first will be held on December 17th 
when subjects and speakers will 
include: ‘Industrial and commercial 
profits’, by Mr A. Dale, F.4.c.c.A., and 
‘Arms-length transactions’, by Mr 
R. T. Esam. The second meeting will 
take place on January 7th when sub- 
jects and speakers will include: ‘Divi- 
dends’, by Mr C. J. Crowe, 
B.SC.(ECON.), and ‘Income from pro- 
fessional services’, by Mr R. T. 
Bradshaw. Among titles of other 
meetings to be held during 1969 are: 
‘Investment grants’ and ‘Recent de- 
velopments in United States tax 
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conventions with developing coun- 
tries.’ 

Further particulars of the British 
Branch are available from the secretary, 
Mr Geoffrey J. Bellenie, 6 St James’s 
Square, London DW. 


THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


Next Meeting 


The monthly meeting for Bible reading 
and prayer will be held at 1 p.m. on 
Monday next, November 4th, at the 
Church of St Peter-upon-Cornhill, 
London EC3. (Entrance in Cornhill, 
near Gracechurch Street.) 

The scripture for reading and 
thought will be Philippians, Chapter x, 
verses 27-30. 


LONDON ACCOUNTANTS’ FOOTBALL LEAGUE 


The London Chartered Accountants’ 
Football League, which is affiliated to 
the London Football Association, is 
now firmly established in this, its third 
season. The league table giving the team 
positions up to and including October 


27th is shown below, together with the 
draw for the League Cup for 1968-69. 

The secretary of the league is Mr 
B. Stallard, of Pannell Fitzpatrick & 
Co, Lee House, London Wall, London 
EC2. Telephone: 606 7051. 


LEAGUE TABLES UP TO AND INCLUDING OCTOBER 27TH, 1968 


Division One 


1. Crest House (Deloitte, Plender, Griffiths & Co) 


2. Lennap (Pannell Fitzpatrick & Co) 


3. Shipley (Shipley, Blackburn Sutton & Co) .. 
4. Heretics (Hereward, Scott, Davies & Co) .. 


5. B.S. Casuals (Baker Sutton & Co) 
6. Tansley (Tansley Witt & Co) 

7. Huallenac (Hughes Allen & Co) 
8. Temco (Temple, Gothard & Co) 


Division Two 
. Pridie (Pridie, Brewster & Gold) 
. Falcon (Black, Geoghegan & 'Till) 


. Cannon (Charles Comins & Co) 
. Cohorts (Crane, Houghton & Co) 


. Crest House Res. (Deloitte, Plender, 
Ska — e A Se 
. Hanover (Derbyshire & Co) 


o0 zl CLD bb La HM Fa 


First Round 
Heretics e, 
Crest e, 
Cohorts v. 
Pridie v. 


Falcon 


Cannon 
Tansley 


FINANCE for Purchase, Practice or Partnership 


(Interest 14% above Bank Rate on reducing balance) 


J. W. SLEATH & CO LTD 


INCORPORATED INSURANCE BROKERS 


Tel. 01-242 4375 


. M.G.T. (Milne, Gregg & Turnbull) 


. Albafisc (Allen, Baldry Holman & Best) 
Griffiths 


Crest House Res. 


58 Theobald’s Road, London WC1 
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LEAGUE Cup DRAW FOR 1968-69 


M.G.T. Vv. 
B.S. Casuals v. 
Temco e, 
Albafise v. 


Shipley 
Hanover 
Lennap 
Huallenac 
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Why McKinsey ? 


WE McKinsey? Such has been the reaction of many people 
upon reading that the Bank of England is to instruct 
McKinsey & Company, the American firm of management con- 
sultants, to carry out an investigation into the organizztion of the 
bank. An articled clerk writing to The Times on Occober 31st, 
said he found it ‘frustrating to behold the lack of confidence 
English businessmen have for the British accountant and con- 
sultant’. He is not the only person to find this lack of confidence 
frustrating ; such company includes the Chairman of the Manage- 
ment Consultants Association and the President of the Institute 
of Management Consultants who is a practising chartered 
accountant. 

The facts seem to be that the Bank of England, having made 
some trial of a very large non-accounting firm of management 
consultants as well as of a highly respected accounting firm as 
computer advisers, made private inquiries about possible con- 
sultants to review the top-level structure and organization of the 
Bank. They then, without apparently talking face to face to any 
other firm of consultants, selected McKinseys, It was in no sense 
a panic measure, for the Bank spokesman has been quick to say 
they like to think that it is an efficient organization and that the 
decision to call in consultants was in no way a confession that its 
methods were out of date. 

Now it was not many months ago that the BBC did much the 


same thing, and in that case, also, the first that the British manage- 


ment consultants knew of the matter was when they read of the 
appointment of McKinseys in the papers. On that occasion too, 
the management consultants made strong representations about 
the way in which the selection was made; so when it happens 
again it is a fair question to ask not only why did the lot fall to 
McKinseys, but also how were the straws drawn? 

_McKinseys’ record in Britain over the past decade during which 
they have been operating is impressive, particularly in terms of 
the clients they have collected (who include Shell, ICI, Dunlop 
the GPO, Trust Houses and the British Insurance Association). 
At the same time some of these clients have subsequently given 
the lie to any idea that McKinseys are infallible by stating that 
they have not accepted all their recommendations and have sub- 
sequently changed back some of the things that the consultants 
had altered in the first place. 

There is no question, of course, about the ability of McKinseys. 
But neither is there any about the ability of many British 
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consultants, or indeed of others from America, 
Europe and elsewhere. So why is it that big British 
organizations, and quasi-government bodies in par- 
ticular, have such a penchant for this one American 
firm? It is impossible to do more than speculate about 
the answer to this question. But it is possible to guess 
some of the arguments. ` -> > > : 


Perhaps, first in order of importance is the argument 
which runs — ‘Let’s get someone to cast completely 
‘fresh eyes over the way we run our’business: let’s find 
someone who has no prejudices or preconceived ideas 
and who will not be constricted in any way by local 
tradition.” This makes some sense and, indeed, the 
independence of the consultant and his readiness to 
be completely forthright are essential qualities; but 
they are certainly not reserved to any one firm or any 
one nation. 


The next argument might be stronger; it says — 
‘Whether we like it or not, the Americans have ap- 
proached the problems of management in a much more 
scientific way than any, other country: they have run 
business schools and university courses in business 
administration for many years; they have also special- 
ized in organizing corporations with large physical 
spread; we should therefore go <o the source of this 
know-how.’ If one accepts the validity of formal 
management teaching — and now, at long last, serious 
endeavours are being made to get it properly estab- 
lished in Britain — there is force in this argument. But 
not quite as much as may appear at first sight, because 
just as the great majority of McKinsey’s staff in the 
UK are Britishers who: have been through American 
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schools of business administration, so all the UK firms 
that might have been in the running for the Bank of 
England assignment could field a team composed of 
similar people. Moreover, sucn firms would have no 
difficulty in calling directly on associated American 
expertise, if it were required — particularly the major 
accounting firms of consultants who were often inter- 
national long before the non-accounting firms. 


The next argument might run something like this — 
‘We want to be sure that the consultants we call in 
have proved ability in the fields in which we are 
interested ; there is only one sure test of this, which is 
public commendation for successful work in the past; 
the name of McKinseys is much rehearsed in this con- 
neczion, so perhaps we need look no further than 
them.’ It would certainly be difficult to find another 
firm of consultants so easily recognized by the general 
puklic (even though some people confuse them with 
the American author of the Kinsey Report of a few 
years ago !). But this is not due solely to their past work, 
however excellent. McKinseys have also been able to 
do = good deal to create the right image for themselves, 
which gives them a great advantage over their British 
competitors. For not only does the Management Con- 
sultants Association restrain its members from seeking 
maximum publicity, but The Institute of Chartered 
Accountants in England and Wales limits the public 
relations work of those of its members who practise as 
maragement consultants almost. as severely as it does 
that of accountants in general public practice. 


Effectively, this means that the accountant consult- 
ant is unable to tell the world how good he is at his 
job; he cannot quote the names of 
clients; he should not solicit publi- 
citv from his clients; he must not 
take the opportunity of public ap- 
pointments or invitations to speak 
to show that he is as good a consul- 
tant as the next man. 


In some countries the professional 
accounting bodies have so success- 
fully tied the hands of their consul- 
ting members in this respect. that 
the choice for the members has lain 
between being unable to compete 
and having to leave the profession. 


There must be some fine British 
accounting consulting firms who 
now wish they were free to 
meet McKinseys and the rest on 
level terms. Without in any way 
underestimating the problem, it is 
to be hoped that the Institute. will 
find a way of easing the shackles 
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of its consultant members before ‘It is too late. 
It is probable that no one really knows the answer to 
the question ‘Are there any British firms of consultants 
who could serve the Bank as well as McKinseys, or 
even better?’ It seems certain that the Bank does not 
know the answer, as the most amazing. feature of this 
whole case is that they did not see fit to interview any 
other firms of consultants for the job. This is remark- 
able, not only because common prudence suggests that 


it is a good idea to test the market before making a 
major purchase; but also because the British manage- 
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ment consultants made this point so strorgly at the 
time of the BBC affair earlier this year. 

If the proper procedure had been followed, the 
British firms would have felt much more faizly treated. 
And this would have counted, also, with their own 
overseas clients and prospective clients wh: must find 
it hard to understand why it is that, when they are 
being urged to employ British management consult- 
ants, the great UK corporations do not even consider 
them. This is not quite the way to make exporting 
‘fun’. 





FINANCE ACT 1968 


The Special 
Charge — VIII 


Re emphasize the fact that the answerabiiity of a 

trustee cannot be assigned away, paragraph 12 (3) 
has specific provision for the case where there is an 
assignment by way of mortgage or charge. If the mort- 
gagee becomes entitled to the trust property by virtue 
of his charge, nevertheless he does not become ‘answer- 
able’. The answerability in the case of a trast which 
has come to an end remains with the person who 
would have become entitled had he not granted the 
mortgage. | 

It remains to define what Schedule 15 calls 2 ‘foreign 


trust’. A trust (as already defined) is a foreign trust if, > 


and only if, De 
‘the general administration of the trust is ordinarily 
carried on outside the United Kingdom and the trustees 
or a majority of them for the time being are not resident 
or not ordinarily resident in the United Kingdom’ 
(Schedule 15, paragraph 13 (2)). 
These words are almost precisely the same as those in 
section 25 (1) of the Finance Act 1965, which lay 
down the requirements if a body of trustees is to 
escape being treated as resident and ordinarily resident 
in the United Kingdom for the purposes of capital 
gains tax. For the sake of brevity we shall refer to a 
non-foreign trust as a ‘UK trust’. | 
If 
(i) the person originally charged has paid no part 
of the special charge; and 
(ii) the whole or part of his liability is attributable 
to a UK trust; and 
(iit) he sends written notice to the Board of Inland 
Revenue (in EE to the Controller of Sur- 
tax); and 


(iv) the notice at (iii) contains, to the satisfaction of 
the Revenue, sufficient particulars cf 
(a) the UK trust; and 
(b) the names and addresses of the persons 
answerable for the trust; and 
(c) the amount of investment income arising 
to him under the UK trust; and 


(v) he gives the notice within 30 days from the date 
of the notice of assessment to the special charge 
(or longer if the Revenue allow); and 


(vi) the notice makes an election under paragraph 2 
of Schedule re, 


then his liability to the special charge will be reduced 
by the amount at (ii) above, which will then be charge- 
able on the persons answerable for the UK trust 
(paragraph 2 (1), (3), (4))- 

If the person originally chargeable has paid part of 
the special charge, he can still make an election in the 
case of one or more UK trusts but in that case the 
reduction(s) at (ii) must not exceed in the aggregate 
the special charge remaining unpaid (parazraph 2 (2)). 
This limitation is, of course, in addition to the limita- 
tion that each UK trust need pay no more than the 
proportion of the charge attributable to that UK trust. 

Given the liability of the UK trust for a proportion 
of the special charge, the obviously convenient course 
for the person originally charged is to exercise the 
election within the time limit and to leave the UK 
trust to do the worrying. However, failure to make the 
election is not fatal. Given that he has paid the whole 
of the special charge, paragraph 3 (1) allows the person 
originally chargeable to recover, from the person 
answerable for the UK trust, the amount attributable 
to the trust. 

Paragraph 3 (2) deals with the situation where: 


(i) part of the special charge is attributable to one 
or more UK trusts; and | 

(ii) the person originally chargeable has paid the 
remainder of the special charge; and 
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~ (a) he has also paid an addit.onal amount which 
trenches on the part within (i). 


The person originally chargeable has the right to 
recover from the person answerab-_e for each UK trust 
an amount not exceeding the amount attributable to 
that trust (or the amount at (iii) if less), provided that 
the aggregate amount recoverable is not to exceed the 
amount at (iti). 

There is a time limit for recoveries under paragraph 
3 which appears in paragraph 7 (1). The person 
originally chargeable has to give tc the person answer- 
able for the UK trust, notice in wr-ting of his intention 
to exercise his paragraph 3 rights. The time limit for 
this notice is six months after the last of 


(1) his payment of the whole ckarge; or 
_ (it) his payment of part of the sdecial charge; or 
(iii) the making of the assessment on him. 


Naturally he will not know when an assessment is 
actually made on him and will Lave to rely on the 
Inland Revenue complying with ths requirements as to 
notice of assessment. Clearly, therefore, in any event 
he should give notice within six months of payment, 
whether before or after he receives notice of assess- 
ment. | : 

Suppose that some or all of a special charge is 
attributable to a UK trust but tke person originally 
chargeable neither elects for the UK trust to pay, nor 
pays himself. Of course, the Revenue have great 
powers of recovery from any person charged but it 
could be that for all their powers they cannot collect the 
special charge from him because he has not got it. In 
particular, he may have a large income as the life 
tenant of a UK trust but, having long experience of 
the British tax system, he has decided to spend his 
income as it comes. 


In addition to their powers to recover from the per- 
son charged, the Inland Revenue are authorized to 
collect direct from the person answerable for the UK 
trust. Naturally they may collect "rom him only the 
amount unpaid or the amount attributable to that UK 
trust, whichever is the less. 

Whether the collection from the person answerable 
for a trust is pursuant to an election under paragraph 2 
or because of non-payment under paragraph 4, the 
machinery of collection is the same. ‘The Revenue must 
issue to the person answerable for the trust a notice of 
charge. The tax is due and payable on the issue of that 
notice but the person answerable bas the same rights 
of appeal as a person originally chargeable has against 
the notice of assessment or, in the case of a close com- 
pany, against a notice of charge served under paragraph 
4 of Schedule 16. 

We must now deal with the case where one UK 
trust (‘the first trust’) has, in 1967-68, income from 
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anozher UK trust (‘the second trust’). This is the sub- 
ject of paragraph 6 of Schedule r5. If the person 
originally chargeable has investment income arising 
under the first trust then he is said to ‘derive’ a propor- 
tion of. that income from the second trust. This is 
computed on an arbitrary basis as follows: 

Let A = the income arising under the second trust 

to the first trust. 
Let B = the total income of the first trust. 


Let C = the taxpayer’s income arising under the 
first trust. 


Then the income which the taxpayer ‘derives’ from the 


second trust is arrived at by the formula {(C x di 


Suppose now that the person originally chargeable 
has rnade a paragraph 2 election to switch part of the 
liability to the person answerable for the first trust. Or 
suppose that there is no election but the person 
originally chargeable has failed to pay and the Revenue 
are seeking to recover the appropriate proportion of 
the special charge from the person answerable for the 
first trust. In so far as the investment income of the 
perscn originally chargeable is derived from the second 
trust, it may be assumed in the normal case that the 
capital assets from which it comes belong to the second 
trust. 

Therefore paragraph 6 (2) empowers the person 
answerable for the first trust to elect that the individuals 
investment income deriving from the second trust shall 
be treated for all Schedule 15 purposes as income aris- 
ing vader the second trust and not under the first trust. 
Given the valid making of that election, then any 
election made by the person originally chargeable 
under paragraph 2 is automatically treated as an elec- 
tion in relation to the second trust as well, so that in 
relation to income derived by the individual from the 
second trust the first trust drops out. 

To make a valid paragraph 6 (2) election, the person 
answerable for the first trust must comply with the 
following requirements: 

(© he must send written notice to the Revenue; and 

(ii) he must see that the notice reaches the Revenue 

within 30 days from the date of the notice of 
charge served on him (with power to the 
Revenue to extend the time limit); 
(iv) the notice at (i) must contain, to the satisfaction 
of the Revenue, sufficient particulars of 
(a) the second trust; and 
(b) the names and addresses of the persons 
answerable for the second trust; and 
(c) the amount of the individual’s investment 
income which the individual derived from 
the second trust. 
So much for the second trust where there is a para- 
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‘graph 2 election or where the Revenue decide to collect 
direct from the first trust. We deal now with the case 
where the person originally chargeable pays the charge 
‘and then seeks to recover it from the person answerable 
for the first trust, pursuant to paragraph 3. Heré the 
‘person answerable for the first trust may require that, 
for the purposes of these rights of recovery, the amount 
derived from the second trust be treated as arising 
under the second trust and not under the first trust 
(paragraph 6 (3)): To do this, the person answerable 
for the first trust must serve notice in writing on the 
person originally. chargeable and the notice must give 
the following particulars: ` 
(i) thé names and addreéses of the persons answer- 
able for the second trust; and 


. (ü) the individual’s investment income deriving 
from the second trust. 


If the person originally chargeable has served a valid 
paragraph 3 notice on the person answerable for the 
first trust, then that person cannot serve a paragraph 6 
(3) notice unless, within one month after receiving the 
paragraph 3 notice, he has given notice of its receipt to 
the person answerable for the second trust (paragraph 
7 (2). 
' Just as the first trust may have income arising under 
‘a second trust, so the second trust may have income 
arising under a third UK trust. It is intended that the 
person answerable for the second trust shall have 
similar rights to those conferred on the person answer- 
able for the first trust, and so on ad infinitum. This the 
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Act sets out to oe by means of paragraph 6 (4) 
which reads: 

LA) Where income arising under the second trust 
derives from [szc] a third trust, the person answerable 
for the second trust shall have the rights conferred by 
this paragraph as respects that income, “and so on for any 
further trust, and in such a case references i in this para- 
graph to the first and second trust shall be construed 
accordingly.’ 

It will be seen that here the geen uses the ex- 
pression ‘derives from’ in a new sense as meaning 
‘arises under’. Previousiy he had used it in the sense of 
obtaining income through an intermediate trust. 

The person originally chargeable and also the per- 
son answerable for the UK trust will need to know for 
the purposes of their respective rights under Schedule 
15, the amount of the special charge attributable to the 
trust. The person originally chargeable will probably 
be able to work this out but the person answerable for 
the trust cannot know it without having details of thie 
other person’s aggregate investment income. Moreover, 
the person originally chargeable might get his com- 
putations wrong. | 

Again, even if the person answerable knows the 
amount attributable to the trust, this will not neces- 
sarily be decisive because some of the tax so attribut- 
able may be already paid. Where there is a third or 


subsequent trust, the person answerable for it will be 


still more in the dark. Accordingly paragraph 7 (3), (4) 
provides machinery for determining these amounts. 


(To be continued.) ` 





Current 
Affairs 





Agricultural Investment Grants: 
Accountants’ Reports 


VW agricultural investment grants were intro- 
duced, the Ministry of Agriculture decided, in 
accordance with their usual practice, to insist that 
` claims be supported by receipted vouchers. To help to 
speed-up the processing of claims and cut down paper 
work, the Ministry is now giving claimants the option 


of submitting investment grant claims supported by 
accountants’ reports instead of vouchers. 

The form of accountants’ report-is similar, to that 
required by the Board of Trade. All claim forms must 
be signed by the claimant but the Ministry will be 
perfectly willing to deal with inquiries and correspon- 
dence directly with the claimant’s accountant. 

A practical difference from the Board of Trade 
scheme is that the Ministry of Agriculture do not pro- 
pose to seek confirmatory letters from reporting 


accountants. (Copies of the accountants’ report form 


referred to above may be obtained from divisional 
offices of the Ministry of Agriculture.) 


Parliament’s New Session 


VW E it must be for the politicians to comment 
upon the contents of the Queen’s speech which 
opened the new session of Parliament last week, the 
outcome of their deliberations will affect every citizen. 
It is natural, therefore, that the Government’s inten- 
tions should be examined by every citizen, not least in 
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his capacity as taxpayer. In contrast with recent 
sessions, the prospective number of Bills to be laid 
before the House — 21 in all — is not large but Parlia- 
mentary time permitting, that number will almost cer- 
tainly be exceeded. 

The conversion of the Post Office from a department 
of State to a public corporation is of considerable sig- 
nificance, if its wide-ranging powers to undertake 
diverse activities are exercised. For the time being, 
however, it is to be hoped that the Post Office will give 
priority to just two of its functions, Le. the provision 
of a reliable postal service and an efficient telephone 
system. The deep-sea fishing fleet and the hotel 
industry are to be assisted from public funds, as will 
be the National Theatre. 

Most accountants will await with particular interest 
the detailed arrangements, which are to be published 
during the session, for effecting the change-over to a 
decimal currency. Those living in the Metropolis will 
view with more than passing concern the financial 
implications of the measure to integrate London’s 
transport system under local authority control. Like- 
wise it will be especially interesting to see what new 
measures the Government proposes ‘to encourage a 
better distribution of resources in industry and em- 
ployment and to make fuller use of resources in the 
regions’. 

While the intention to examine the constitution has 
naturally attracted especial interest in Wales and Scot- 
land, it would be surprising if the proposals are not 
integrated with the recommendations of the Radcliffe- 
Maud Commission on local government. If these 
newly-constituted administrative areas are to enjoy 
genuine powers, then the issue of taxation — regional 
and local, as well as national — is likely to become a 
matter for serious debate. All in all, there seems every 
likelihood that at the coming Parliamentary session 
there will be no lack of issues upon which the House 
can divide frequently. 


investment Intentions 


T results of the periodic surveys of capital expen- 
diture undertaken by the Board of Trade have 
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that 1969 will see a significant increase in the volume 
of manufacturing industries investment. The Board of 
Trade survey suggests that the volume next year will 
exceed the levels of 1967-68 by something between 
Lo and 15 per cent. 

Responsibility for the rather disappointing outcome 
in the present year is shared by most industries. For 
example, vehicles and paper, printing and publishing, 
are all likely to record a fall this year. But next year 
most industries expect investment to rise, with parti- 
cular strength in chemicals and metals, although a 
further fall seems likely on the basis of present plans 
in the paper, printing and publishing industries. 

There is little doubt that the disappointing volume of 
investment in British industry remains one of the more 
troublesome aspects of the economic situation. It 
remains to be seen whether or not a revised form of 
investment grants can produce the stimulus so badly 
needed to increase the capacity of British industry in 
the near future. 


Questions in Parliament 


T question time in the House of Commons next 

Tuesday, Mr Julian Ridsdale (Cons. MP for 
Harwich) will ask the Minister of Housing and Local 
Government what study he has made of the practice in 
other countries which operate a sales tax to raise 
revenue for local government purposes, as well as 
taxing property. 

Among questions to be put to the Chancellor of the 
Exchequer cn November roth, is one by Mr John Biffen 
(Oswestry, Cons.) as to what proposals there are for 
extending credit restrictions or using the purchase tax 
and excise duty regulator. (This was tabled before last 
week’s announcement of further hire-purchase restric- 
ticns.) 

On the same day, Mr Charles Fletcher-Cooke 
(Carwen, Cons.) will ask why PAYE rebates for wives 
assessed on temporary codes are paid to their husbands. . 


G overnment Contracts 


proved more difficult to interpret than many other ` 


statistics relating to industrial activity. For example, in 
the previous inquiry held in May of this year, it was 
anticipated that manufacturers would increase the 
volume of investment by the order of 5 per cent between 
1967 and 1968. In the event, the latest inquiry (held 
during August/September) suggests that the hoped-for 
improvement is not forthcoming. In fact, although 
forecasts have all suggested until recently that 1968 
would see a higher level of investment in manufacturing 
industry than in the previous year, Board of Trade 
statisticians now conclude that industrial investment 
in 1968 will be about the same as in 1967, possibly 
slightly lower. 

. Future prospects, however, appear to be -distinctly 
more cheering. There is now strong evidence to suggest 


N OTHING has done more damage to the public 
image of British industry — or at least to particular 
sections of it such as engineering — than the wide pub- 


. licity afforded cases of excessive profits on Government 


contracts. Urgent discussions which followed the pub- 
lication of the second Lang Report had already 
achieved a basis for agreement last February when Mr 
John Diamond, F.c.a., Chief Secretary at the Treasury, 
made his statement to the House of Commons. 

Now, in the light of that statement, the various 
Government departments have been issued with new 
memoranda giving guidance on these matters. It is 
quite clear, from statements from Government and 


- industrial spokesmen alike, that it is hoped a new era 


of happier Government-industry relations is to be 
inaugurated. 
The basis of the new arrangements was outlined i in 
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the February statement (The Accountart, March 2nd) 
and involves the use of a ‘fair return on capital em- 
ployed’ which is to be equal to that earned overall in 
industry. This figure is agreed to be 134 per cent, com- 
pared with the 14 per cent based upon the average of 
industry’s earnings over the past seven vears. 

It is also proposed to set up a Government Contracts 
Review Board, the first task of which will be to decide 
within a year of its formation whether the agreed pro- 
visional return of 134 per cent should be raised to 
industry’s level of 14 per cent. A new profit formula 
based upon the Government’s eccounting conventions 
has been devised to apply to all contracts since Febru- 
ary 26th, 1968. 

This provides a return on capital emp-oyed of 11 per 
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cent plus 3 per cent on cost, which ensures an average 
of 15 per cent on all ‘risk’ work. In the case of ‘non- 
risk’ contracts, the rate of return payable on capital 
employed will be 8 per cent, and up to 3 per cent on 
cost for ‘efficiency’, with 14 per cent being the average 
addition in this respect. The resultant average return 
on such contracts will be ro per cent. It is agreed that 
it will still be necessary to include contingency pro- 
visions in all contracts. 

The Review Board to be set up will survey compre- 
hensively the operation of the new arrangements after 
three years. It has been agreed that the Board shall 
consider cases where the profit made on individual 
contracts comes to 27} per cent or more on capital 
employed, or the loss to at least 15 per cent. ` 





This ts My Life 
by An Industrious Accountant 


VE recently taken a major decision at board 

level, which looks like precipitating a crisis of 

the make-or-break type. It’s keen decided to build a 
huge additional wing to our store to meet the sales 
demand that we’re not geared to cope with at present. 

Theoretically, this token of faith in the future should 
have generated a wave of optimistic enthusiasm among 
the staff. In fact, the reverse has happened and the 
accounts department, in particular, is bitter with 
frustration. 

It’s quite a change from the days when we built 
what was then called, rather grandicsely, our ‘new 
wing’. This was merely an extension into the adjoining 
premises, through newly-cut doorways and recon- 
structed stairways, and the financial side was like an 
elementary textbook exercise. 

First, we estimated the purchase price and the cost 
of adaptation. The estimate turned out to be wrong 


ultimately, of course, because we were hit by an unex- 


pected wage increase and an escalatizn in builders’ 
costs, but we weren’t worried because we felt our prin- 
ciples were right ab initio. 

Then we planned which departments should be 
extended preferably the higher profit-r-argin ones like 
Stationery and Toys, Ladies’ Furs, or Costume 
‘Accessories. This didn’t work out either because the 
salesmen fought like cats amcng themselves for the 
extra space, so any similarity between tne original lay- 
out and the final counter-displays was purely co- 
incidental. 

However, it was a period of inflationary prices when 
our turnover ratios rose much faster than our costs, so 
final results were far better. than forecast. Besides, the 
overall atmosphere was friendly, with accountants, 


salesmen and engineers arguing keenly but construc- 
tively over every step. In short, it was a model 
operation. 

This time, however, there’s a change. The managing 
director inspired the project and he likes to do things 
his own way. In Dryden’s phrase, bel ‘bear, like the 
Turk, no brother near the throne’. Already, by assum- 
ing control of the building operation — traditionally the 
function of the deputy-chairman ~ he’s sown seeds 
of trouble. 

The MD wanted immediate tabulations of costs and 
profits per hundred square feet of floor space. The 
engineer in charge, arrogance being only too con- 
tagious, worked out a new schedule of arezs for each 
department of the store and fell out with Scotty, the 
sales manager, over the allocation of lift, aisle, conveyor- 
belt, and stairway space. Scotty claimed that the 
figures were available as calculated years ago; the 
engineer disregarded him and recalculated his « own 
structures. 

Scotty then protested against taking an average gross 
profit for the store for extension purposes. Success, he 
declared, depended on the skilled choice of which of 
numerous possible permutations of departments to 
enlarge. For example, our self-service grocery super- 
market, now nearly at blueprint stage, would work on 
minimum mark-up as a loss-leader. What about the 
other schemes, the ‘Gay-Girl Boutique’ and the 
‘oo7 He-men’? 

Told curtly by the engineer to ‘belt up and get on 
with it’, he replied with succinct pungency and went 
off to protest to the MD direct. He found that Olym- 
pian master-mind studying graphs of construction 
costs against pre-tax profits per square foot per storey, 
and got short shrift. An over-riding master plan, with 
built-in sensitivity margins for max./min profit per- 
centage variations up to 1975 was the aim, the director ’ 
said; no hand-to-mouth improvizations, but techno- 
logically- directed critical path charting. 

As regards our accounting problems, more later. 
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Company Growth and the P/E Ratio 


‘by E. J. BROSTER-- 


ANY business:managemeénts as well as investors 
must be puzzled. by the significance of the 


P/E ratio and the way City editors and other financial ` 


commentators-use it in discussing the relative merits of 
the ordinary shares of companies. - 

The P/E ratio is the current price of a company’s 
shares divided by the earnings per share. It 1s the 
inverse of the earnings yield (the E/P ratio), corres- 
ponding to the dividend yield (the D/P ratio). The 
 E/P ratio and the D/P ratio are usually expressed as a 
percentage — a proportion of a hundred pounds’ or 
shillings’ nominal worth of the shares. 

Another stock-market ratio is the cover or: times 
covered, which is the ratio of earnings to dividends :— 
the. E/D ratio. Beforé he DI ratio reached Britain 
from Wall Street sometime: about the middle sixties, 
City editors, stockbrokers and ‘financial commentators 
generally held the E/D ratio in high esteem, as an 
-indication — even a'measure —:of the risk involved in 
‘holding a particular company’s shares: i.e. the higher 
the value of E/D, the smaller the risk. Anything below 
-I'2 or'1°3 was considered: ‘risky; ‘And anything below 
Co was beyond the: pale’-- the company was paying 


dividends out ‘of the. accumulated. retairied earnings ` ` 
of earlier Years. Ee common sense, one - > 


would suppose. 
Fhe P/E ratio has doe all this. Tt stresses gegen, 


— capital gains —-to‘the neglect’ of dividends. And what 
is: more, it has turned: the thinking of pre-P/E ratio ` 


‘times topsy-turvy. A good ‘growth stock, it is- argued, 


has a high P/E ratio. But a high P/E ratio is inconsistent ` 


-with a-high’cover (E/D tio) and SE a high dividend 
mee (D IP ratio) 


"E Di E 


S0; E the. reat the values. of E/D and D/P, the 
„greater is the value’ of EJP and. therefore the lower the 
-value of P/E... 

For September gth, 1968, the FT-Actuaries 500 


share index, which appears daily in The Financial 
- Times, recorded the following. 


Average of 500 shares 


Earnings yield pae cent n 4°36 
. PJE ratio :. Ze ‘ee 22°92 
Dividend yield per cent : 3°23 


From these figures, we can calculate te av erage value 
of the times: covered,’ ‘Les: 
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‘It will be observed that the earnings yield and the P/E 


ratio are the reciprocals one of the other: 


4°36 X 22°92= 100 
OF 0:0436 X22°92==1 


‘These four averages provide current datum lines 
against which the corresponding figures for any given 
orcinary share can be set. It should be added that the 
earnings and dividend yields are net of corporation 
tax at 42% per cent, as are the individual shares’ figures 
given in The Financial Limes Share Information 
Service. | 


Tha ratios in practice 


A glance at a few shares nae in te FT Share 
Information Service shows (with allowance for round- 


ing) the internal consistency of the three basic ratios. 


From the above it will be seen that the dividend yield 
per cent multiplied by the times covered divided into 
roc should give the P/E ratio. Taking one or two 
examples at random from the issue of September. rath, 
19£8, we have: 


— Cover Lag (2) x(2) P/E 


A ratio 
TOO, 

1) (2 = 
wn oi GE 
Aire Wool bse “ge SRR. SO ge 16-0 
Albany Tyres s.o: u LIA rt 054 673 
United-Incustrial ` e, rr r56 op Gi 
Clough (Robert) .. | Of 64 2:56 34°7. 


The FT Share Snia ‘does not give the earnings 


-vield but it can be calculated easil ‘enough: 
DPR... P @) 7 dr 


F 


It does not matter a the earnings, E, are ex- 
pressed per cent or per share so long as the price, P, 
is expressed in the same terms. The same applies to 
the. other ratios. The prices given are per share and 
the dividends are usually expressed as a percentage. It 
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will be found that.the same internal consistency. exists 


in these basic data as in the ratios. But to demonstrate 


it, we need to be more precise about the notation.. 


Using N to represent the nominal value per share, 
E end D, respectively, for the earnings and dividends 
per share in pounds or shillings or pence, and using the 
subscripts c and y to denote earnings and dividends 
Der Cent and SE and dividend e pa cent, we 


‘have: 
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sae xD, 


100D N De- 
P E 


Ey= ED, x Dy= 








Dy= 


JO J00 


EE (2) 


which means that Py, i.e. P per cent SR equals 100. 
Substituting for Ey, we have: , 





ZOO 
"mp (3) 
and substituting for Dy: 
P/E=—_—— S (4) 
E/Dx Ce 
EE 
EJP 


A real-life example 


A real-life example will denonse how these 


conclusions can be applied to practical problems. The 
example chosen is that of English Calico which, it will 
be recalled, is the name of the merger of the Calico 
Printers’ Association and the English Sewing Cotton 
Co. The following figures apply to SES 12th, 
1968. . 


Nominal price, N; in shillings ds a. 8 
Actual price, P, in shillings . .. sy . 9 
Dividend, De, percent ..  .. be .. IO 
Times covered, E/D ratio 13 
Dividend yield, Dy, ES Cent: 5'5 
P/E ratio 1355 


We have, applying iiie EE of See (3): 
P [E= Lea 
13X55 

= I3 0 , 
which differs from the published figure on account of 
rounding. The earnings yield per cent is: 

Ey=5°5X13=7'153 

| the earnings yield per share: 


E= SC 15 0.6 shillings 
and the dividend per share: 
pa SEN shillings 
100 100 


which is, ef course, 10 per cent cf 5s or 53 per cent of gs. 
Any investor who requires his figures of cover. (the 
E/D ratio) and the dividend yield.per cent (Dy) stated: 
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. » to more significant figures can. calculate them. on the 
assumption that the published P/E ratio is reasonably. 


accurate. The dividend yield Per cent to given Ge iS? 


Dy=Sx10- 5 5556 per cent’ 





» , LOO 
Ka Hem sw De 
d 200 E/P=E/D xXDy ` 
too E/P Loo ` 
HDS ST, ~ PIEXDy © 
For . English Calico, therefore, we have: 
oS e 
-135 X 575556 
` 100 
=I 1-3333 


The published P/E ratio of 13-5, which in the calcu- 
lations we have assumed to be correct is, of course, 
subject to a margin of error of plus or minus 0-05; 
that is, the true P/E lies somewhere between 13°45 and 
13°55. If the E/D ratio is then calculated first on the 


- assumption that the P/E ratio is 13°45 and then 13°55, 


we should have the margin of error contained in the 
E/D ratio resulting from the rounding of the P/E 
ratio. 


geet of gr 


Any new institution in the field of finance to which 
so much importance is attached as the P'E ratio is 
bound to have far-reaching consequences. A pre- 
requisite to a high P/E ratio is an image of growth; 
and since many public quoted companies have come 
to see in the P/E ratio a reflection of their credit-worthi- 
ness, they may very well be trying to engender a growth 
image by implementing expansion-investment policies 
to the neglect of saving-investment policies, thus 
subordinating profits to growth or rather to the creation 
of an image of growth. 

This is not to say that profits are of no significance. 
Indeed, the announcement by a company of an increase 
in its profits or merely of the promise of increased 
profits, has the immediate effect of a general marking 
up of the price of its ordinary shares, and therefore a 
fall in the dividend yield and a rise in the P/E ratio. 

But it is clear that profit plays a secondary role to the 
P/E ratio, since many shares record a dividend yield of 
less than 2 per cent, and some even less than 1 per cent. 
As the FT-Actuaries index shows, the averzge yield of 
500 shares is no more than 33 per cent. It is true that 
most shares: with a very low dividend yield enjoy a 
relatively high earnings yield but never so high as to 
cause a low P/E ratio, which in all such cases stands 
above the average of about 23. 

Although it is only company profits — actual or 
potential — that give an: ordinary stock an. exchange 
value, ‘there is no doubt that those investors who are 
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attracted Io equities seek their own profits not so 
much in dividends as in capital appreciation — capital’ 
and short-term gains. The yield of Consols has stood at 


over 7 per cent since October 1967; and this is a risk- 
free yield. Very few equities yield anything like so high 
a rate of profit. 

In the accompanying table figures are given from 
The Financial Times index of industrial ordinary shares 
of the average price index, the dividend and earnings 
percentage yields, the cover (E/D) and the P/E ratio 
for the years 1962-67 and for the months of 1968 
to the latest available. This index is based on July ist, 
1935 =100, and. should not be confused with the 
FT-Actuaries index, which is based on April roth, 
1962 =100. 


UK Industrial eae Shares 


Divi- Earn- Earnings 
Price dend ings Cover P/E % 

index yield yield E/D ratio 
July 1st, (3)=-(2) 700(7)x (3) 

1935 % % 13) 

= 100 i 
(1) (2) (3) (Ié (5) {6) 

1962 286 549 888 1617 1127 25-4 
1963 - 317 493 673 1365 1486 21:3 
1964 347 496 736 1-484 13-59 25:5 
1965 337 574 912 1589 10:96 307 
1966 332 598 852 1-425 11:74 28:3 
1967 355 536 669 1248 1495 23-7 
1968 January 401 471 559 1187 1789 22-4 
February 413 458 551 1203 1815 228 
March 413 453 549 1:212 18:22 227 
April 448 410 504 1228 1984 226 
May 464 400 498 1-245 2008 23-1 
June 466 400 499 1-247 20:04 233 
July 481 388 480 1:237 29-83 23:1 
August 491 380 465 1224 2151 228 
September 509 367 452 1232 2212 23-0 


Source: Columns (1), (2) and (3) are quoted from Financia/ 
Statistics. The rest are derived as indicated. 


' Although profits have tended to increase in the last 
year or two, column (3) shows that the rise in prices has 
outpaced them, the earnings yield having fallen from 
9'12 per cent in 1965 to 6:69 in 1967 and to 4:52 in 
September 1968. The times covered figures (E/D ratio) 
in column (4) may be relevant to the reaction cf business 
managements to the growing popularity of the P/E 
god of the stock-markets. 

It will be observed that the cover figure declined 
from 1-617 in 1962 to 1-248 in 1967 and to 1-187 in 
January 1968, since when it has recorded a slight but 
steady rise averaging about 0-008 a month. Does the 
decline reflect a policy of maintaining the rate of 
dividend per share in spite of a possible tendency for 
the earnings per cent of share capital to fall? Or does it 
reflect an attempt by managements to boost Kn P/E 
ratio? 


Trend of profits 


On the former of these questions, the answer must 
depend partly on whether there has, in fact, been a 
tendency for earnings per cent of share capital to fall. 
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Official figures of earnings are limited to totals in the 
form of gross trading profits of companies; and as 
there do not appear to be any statistics of total share 
capital, there is no direct means of calculating the 
earnings figures we need. However, as we have seen: 


ie ae 


so that: 
Ee E 
100 I00N 


PEy 
N 


Ir. relation to the figures in the accompanying table, 
it seems logical to substitute roo for N in all periods, 
since if in the base period and any given period the 
actual prices of all shares stood at par, the price index 
for the given period relative to the base would equal 
100. The resulting figures of earnings per cent are 
shown in column (6) of the table. By definition, these 
are Drecisely what we need. It will be seen that the 
figure rose appreciably between 1962 and 1965, and 
that even so there was a net fall during the period in the 
E/D ratio. It follows that for this period, at any rate, 
the answer to the question must be ‘No’. The relative 
trends from 1965 to 1967 suggest the opposite but in 
the recorded months of 1968, the upward trend in the 
E/D ratio was in fact slightly greater than the upward 
trend in the earnings percentage. 

To the second question, whether the decline in the 
E/D ratio reflects an attempt by managements to boost 
their P/E ratio and thereby their credit-worthiness, 
there can be no answer. Apart from the E/D figures 
therrselves, there is no evidence to support either a 
negative or a positive answer. In any event, such an 
attempt would fail, since the rate of dividend forms the 
numerator in one factor of the P/E ratio and the 
denominator in the other; so that a change in dividend 
policy would cancel out and have no effect on the P/E 
ratio at all. The only factors that can influence the P/E 
ratio are those directly involved, that is, the price and 
the earnings per share. 

Earnings are a creation of the company, a reflection 
of its business and operating efficiency. The price of its 
shares is the creation of the stock-market, so too, 
therefore, is the P/E ratio. With the growing popularity 
of the P/E ratio, there is a danger that the underlying 
financial strength of many companies whose shares 
enjoy a high P/E ratio may not be great enough to 
justify the market price of the shares. A high P/E 
ratio and a low P/E ratio both tend to become self- 
perpetuating: the former rises higher and higher, the 
latter falls lower and lower, purely because it is already 
high or low. 

It has long been recognized that stock-market prices 
lie at the mercy of the wind and waves of sentiment. 
The growing interest of institutional investors has 
probably tended to stabilize the market to some extent 
and even to rationalize it; but the danger still exists. 
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It has been said, indeed, that only the institutional 
investors really understand the P/E ratio, and there- 
fore cnly they can exploit it.. But small investors 
cannot.help but have read frequent references to it in 
the City columns of the newspapers, and whether they 
understand it or not, they undoubtedly try to exploit it. 

The table shows in column (5) that the average P/E 
ratio began rising rapidly in 1967 and nearly doubled 
in the course of about six years from an average of 11-27 
in 1962 to 22°12 in September 1968. At the same time, 
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the share price index (shown i in column (1) of the table) 
rose from 286 to 481, in spite of the tendency af those 
shares with a low P/E ratio to fall in price. 

It looks as though the share market is blowing a price 
bubble on the shifting sands of the P/E ratio that may 
burst at any moment. When this happens it is to be 
hoped that there will be a return to the firm founda- 
tions of the E/D ratio (the cover) and thus to sanity. 
How or when it will happen, and by whom or what, 
remains to be seen. 





Top-Hat Policies 


by OUR INSURANCE CORRESPONDENT 


To: pension policies, as a supplementary 
pension for senior executives over and above the 
basic pension provided under a group scheme, are 
coming back into favour. And they are still invaluable 
as a means of providing worth-while pensions on an 
individual basis for a fairly small concern where the 
numbers involved are too low to make it worth while 
to have a group scheme. 

‘There was a time when there was not so much 
emphasis on top-hat pensions. Fartly, this was due to 
the raising of the limit for surtax, and partly because 
of the steady improvements which were taking place 
in basic occupational arrangements. 

Now, however, as salaries rise, the surtax limit is 
taking on greater importance. And, with conditions 
as they are, by no means all companies feel that it is 
an opportune moment to make substantial improve- 
ments to pension schemes involving the whole staff. 
Nevertheless, they appreciate that every effort must 
be made to retain key men. One of the best ways of 
achieving this is to provide them with a top-hat 
pension, since, at retirement, all or a substantial part 
of the benefits from a top-hat policy can be commuted 
for a tax-free capital sum. 

In fact, during the past few years, there has been 
the tendency on the part of some employers to extend 
the net very widely indeed — perhaps too widely. For 
instance, in some companies the stage has now been 
reached where the granting of a top-hat pension to an 
employee is in the nature of a status symbol for the 
recipient. The trouble is that it may not alwavs be in 


the best irterests of the employee to be given one. 

It seems quite wrong that a relatively young man, 
with a growing and expensive family, should have to 
see some of what could have been his salary being 
siphoned cff into a top-hat pension scheme. 

There is still plenty of time for substantial payments 
to be made to a top-hat pension when a man is heavily 
in the surtax bracket, and when the main cost of 
bringing up and educating his family is behind him. ` 

This does not mean to say that a youngish employee ` 
has to ignore the future altogether. A good plan is for 
him to spend at least part of the extra salary which he 
is being paid (in lieu of contributions to a top-hat 
pension) on a with-profit endowment policy. 

Giving a top-hat pension policy to a man who is 
really too young is a trap into which a great many 
employers fall. Clearly, there can be no hard and fast 
dividing line about the age at which serious thought 
should be given to this, although many pension 
consultants take the view that for anyone under the age 
of about 25, probably an increase in salary is likely to 
be more advantageous (and will have a greater effect 
of retaining the employee i in service) than the granting 
of a top-hat pension. 


No restrictions 


Having said that, there is no doubt at all that a top- 
hat pension is still a first-class way of remunerating 
the older man who is earning a relatively high salary. 
The last Budget brought no restrictions so far as this is 
concerned and thus, with the stopping-up of many of 
the methods of saving for surtax payers (such as single 
premium. bonds and ‘borrow-all’ endowment policies), 
this represents an excellent way for a surtax payer to 
save for his retirement from gross income. 

Although a top-hat policy is designed to provide a 
pension, generally, where possible, this pension is 
commuted for a cash sum at retirement, The tax 
position in this connection is that, whilst the whole of a 
top-hat pension may be commuted for cash at retire- 
ment, there is a limitation imposed. Only a quarter 
of an employee’s benefits from all retirement schemes 
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to which an employer has contributed (apart from 
the National Insurance scheme) may be commuted. 


Taking this into account, some employers aim to. 


arrange for three-quarters of an employee’s pension 
benefits at retirement to come from a group pension 


provided by a ‘section 379’ fund, and for the remaining - 


one-quarter to be secured by a top-hat policy. In this 
way, the full amount of the <op-hat policy can be 
commuted. When a top-hat polizy is commuted, it may 
well be used to purchase a p2nsion giving a much 
better net yield than if commutation had not taken 
place. 


Two contributory factors 


There are two factors which contribute to this state 


of affairs. In the first place, it is customary, when a 
man aged 65 retires, for the commuted value of all or 
part of a top-hat pension to be ten times the amount 
of the pension being commuted. In some cases, rather 
more than this may be allowed, but that is the more or 
less general figure. 

At the moment, however, a p2nsion for life can be 
secured with a cash sum by a man aged 65 yielding 
not just {10 per cent, but {12 per cent by purchasing 
an immediate annuity. That accounts for part of the 
increase. What, of course, must be appreciated is that 
yields on immediate annuities are now at historically 
high rates, due to the high yields which the insurance 
companies can obtain on the money which they invest. 
It should not be assumed that such conditions will 
always continue in the future. 

The other reason for the higher net yield following 
commutation is that the basis of taxation applied to the 
pension is different. If the benzfits from a top-hat 
policy are taken in pension form, they are taxed as if 
they were earned income. In the zase, however, of the 
benefits from an immediate annuity, a proportion are 
free of all tax, with the remainder being taxed as 
unearned income, 

The amount which is free of tax is considered to be 
the capital element (i.e. the amount which represents 
the repayment of capital on the basis of the annuitant 
living for the period as shown in mortality tables). 
Irrespective of the total yield on an annuity, the capital 
element does not alter. It is only the income element 
which is liable to fluctuation. Men‘ion was made of the 
fact that a man aged 65 should be able to obtain a yield 
in excess of about {12 per cent. Te capital element for 
a man of this age is £7 os 11d per cent. 

During the past few years, a number of useful 
improvements have been made to some top-hat 
contracts, giving valuable fringe benefits in addition 
to the basic pension. For some time, it has been 
customary for a top-hat pension policy to incorporate 
a benefit which is payable by the insurance company in 


the event of the death of the employee while in service. 
before he reaches the age for retirement. This is gener-. 


ally considered right and proper, and it provides a 
useful supplement for an executiv2’s widow over and 
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above what may be the comparatively low level of a 
company’s group life assurance scheme. Generally, 
fcr approval, the benefit payable on death should not 
amount to more than about seven times the salary being 
paid to the employer at the time of death. 

Helpful as this can be, it seems quite clear that it is 
not always a capital sum which a widow requires in the 
event of the premature death of her husband, but an 
ir.come. To meet this need, it is now possible for many 


. tcp-het policies to have included in them pensions 


fcr the widows of those who die while in service 
prior to retirement. Such pensions are payable for the 
lifetime of the widows, although in some cases there 
mzy be prevision for them to cease should a widow 
remarry. 


The point which needs to be appreciated about this 
particular benefit is that, encouraging as it may be for an 
executive tc know that provision is being made for his 
wife in the event of his premature death, the chances are 
that he will not die prior to retirement and so no claim 
will be made on this section of the policy. Nevertheless, 
because he is likely to be older than his wife, quite 
apart from the fact that women have a life expectancy 
which is three or four years’ longer than that of men, 
what is likely to happen is that he will die during retire- 
ment a number of years before his wife. | 


How is provision for his widow to be made in these 
circumstances? In the past, many employers have taken 
the attitude that this question was solely the problem 
of the pensioner. After all, he was no longer their 
employee, he was in receipt of a pension; and this was 
something which was to be expected, and thus should 
be planned for by the husband. In recent years, how- 
ever, there has been a certain change of attitude and 
some employers are prepared to give key employees 

a special type of top-hat policy while Kee are in 
SE EEN 


Whole-life cover 


The principle is that the employer pays a higher 
premium under the top-hat policy than would other- 
wise be the case. In return for this higher premium, 
the insurance company guarantees that when the. 
employee concerned reaches retiring age, he can take 
out a whole-life policy. 

There are two advantages in this connection. In the 
first place, no evidence of health will be required 
when this policy is arranged. Secondly, the premium 
which the employee has to pay will be the premium 
which would have been applicable when the top-hat 
pension policy was effected. This, therefore, is a way 
for an employer to subsidize an employee’s life pre- 
miums. And, instead of being able to claim relief 
of tax on only two-fifths of the premiums, -no tax at 
all is being paid on them, since they do not form part 
of the employee’s salary, and are paid by the employer 
direct to the insurance company. together with the 
basic. contribution for the top-hat. pension. 
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Long. -range Planning and its 
- Significance for the Accountant 


Part I1—The Function 
Chapter 7 | 
THE CASE FOR LRP 


ROM time to time — and many may feel that in recent 

years it has been with bewildering frequency — manage- 
ment is confronted with the emergence of some new 
technique, new philosophy and, on occasion, new 
gimmick. More and more textbooks appear and manage- 
ments, sometimes consciously, sometimes subconsciously, 
gradually become aware that, over a period, most of their 
conferences and conventions, journals and periodicals, 
appear to be devoting more time and space to the latest 
fashionable buzz word. 


2. Thus we have seen in the last ten years or so in- 
creasingly frequent references ta such techniques as 
group capacity assessment, value analysis, operations 
research and — particularly in the last three years — long- 
range planning. The professional manager ~ and the 
accountant — must determine first, which of these techniques 
are valid, which are of continuing significance, and which 
he must pursue as having importance to his own particular 
environment and circumstances. 

3. For those embroiled in the day-to-day running of a 
business operation and approaching LRP for the first time 
therefore, the question first to be answered must be ‘Is it a 
valid and worth-while function, or is it just another gimmick 
— old wine in new bottles?’ If it is valid, is it art or science, 
technique or philosophy? 

4. Many managers may doubt the validity of any function 
which appears to be based on crystal ball gazing to forecast 
the future in a world where change is a continuing feature 
and, it may be alleged, impossible to predict. Many may 
ask why attempt to predict the future ~ contending that it is 
wasteful to spend time and money in trying to formulate 
plans which are likely to be wrecked by events beyond the 
planner’s control. Why waste effort splashing in uncharted 
waters? Yet it is just the very uncertainty of the future that 
emphasizes the need to formulate plans for all reasonably 
foreseeable contingencies so as to take maximum advantage 
of opportunities as they arise. 

5. To attempt to manage without plans is to operate in a 
vacuum. A management without a plan may be likened to 
a driverless car loaded with passengers and speeding along 
a motorway. All will be reaching for the controls but 
without someone at the wheel to look ahead and steer, 
catastrophy is inevitable. 7 


The author of this paper presented at the Cambridge Summer 
Course of The Institute of Chartered Accountants in England 
and Wales in September, is a partner in Arthur Young & Co, 
Chartered Accountants. He was admitted < member of the 
Institute in 1948. 


by BRIAN F. EMMERSON, FCA 


6. It is true that LRP can be, and frequently is, <reated as 
an esoteric conceptual affair — attractive to the thinker 
perhaps more than the doer and much of the literature on 
the subject is either conceptual or vague, or mace unduly 
complex by those who seek to reduce it to mathematical 
or statistical theory. | 


7. Despite these difficulties, there is now a fund of solid 
successful experience to demonstrate that LRP is a valid 
and valuable function which can make an effective con- 
tribution to the successful development of any viable 
enterprise - be it public or private company, local, national, 
or international authority. 


8. Like most techniques of management, the LRP func- 
tion appears to be more fully developed and more widely 
practised in the US than it is in the UK. Whilst it is not 
possible to give accurate, up-to-date figures, it has been 
estimated that in the US at least 75 per cent of the top 
soo companies in Fortune’s list and one out of five US 
companies with annual sales over $10 million have an 
established long-range planning function; in tke UK the 
proportion of the top 300 has been estimated -ecently at 
about 30 per cent but many of the formal planning systems 
have been established in the past 18 months. 


g. The development of LRP in the UK may be due in 
part to the willingness of the more progressive UK organi- 
zations to adopt the best US management practice but there 
is, without doubt, ample evidence that we have in the UK 
pressures parallel to those which have operated in the US 
to stimulate the growth of LRP. Its development in both 
countries since World War II may be attribcted to the 
following factors: 


Economic factors 


Wider understanding that while governments may come 
and go with varying influences on the nationel economy, 
the business cycle is continually becoming better under- 
stood and more predictable. Further, and particuarly in 
the US, even small percentage growths in population, 
g.n.p. or discretionary purchasing power represent 
significant opportunities for individual companies. For 
instance a recent (Fortune, December 1967) estimate 
of the change in family discretionary purchasing power 
in the US shows that it may rise, from a current figure of 
` $5,800 per family per year, by 1975 to $6,10¢ at constant 
prices, a total rise for the nation of $100,000 million. 


Government influences- 


The proportion of g.n.p. represented by government 
- expenditure on both sides of the Atlantic has been con- 
tinually growing and in 1965 at current market prices 
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was 25 per cent and 33 per cent for the US and UK 
respectively. The result has been that for some com- 
panies at least there has been an increasing reliance on 
government policies and benefit to be gained from their 
anticipation. Moreover, in the US the government 
agencies themselves are making increasing use of LRP 
and consequently imposing it on their contractors. The 
Department of Defence has been notable in the extension 
of strategic thinking to the management of large-scale 
systems. 


Technological developments 


Though difficult to quantify, the explosive rate of 
change in technology is widely recognized. The fact that 
the environment often changes so fast that established 


companies can be forced out of existence if they do not 


react immediately and that inncvators may be presented 
with dramatic opportunities to capitalize on this trend, 
creates unnerving uncertainty for them both. This alone 
should force all to study and anticipate the impact on the 
product life cycle. 

As examples of the pace of technological change, we 
have the fact that the smaller petroleum refinery of 
today has to be five times the scale of operation of twenty 
years ago in order to be economically viable. Then we 
have the forecast that by the end of the century half the 
working population engaged in manufacture in the 
developed countries will be concerned with items not 
yet invented. 

The shipping world provides a well-recognized 
example of the impact of technological change. The 
effect of the rapid introduction of cheap, fast and frequent 
transatlantic flight in the late 1950s was dramatic. 
Cunard, which had earned a £2 million profit in 1956 was 
suffering substantial losses five yzars later. 


Availability of statistics 


Whether in relation to LRP it may be cause or effect, 
the fact that more and better industrial and trade 
statistics are continually becoming available is significant. 
Here again the UK has ground to make up in relation to 
the US and this gap is widely acknowledged even in 
Whitehall where the Central Statistical Office is en- 
deavouring to provide more useful and prompt infor- 
mation to the business communrity. Confidence in the 
value of LRP is bound to increase with the availability 
of more reliable statistics on which to base forecasts. 


Complexity and size of companies 


Companies both as a result of technological change and 
also as a result of internal growth and mergers have been 
growing rapidly larger and more complex and more 
difficult to manage. In the past 2 management decision 
to expand usually implied simply an extension of existing 
facilities. 

Today it can call for a complet change in technology 
involving substantial investment at one time. Capital 
investment decisions may become less frequent but they 
are correspondingly more substantial and more critical. 
Furthermore, the larger companies are increasingly 
dominating certain sectors of the economy and it has, 
for instance, been estimated that in the US by 1975 no 
less than 75 per cent of all corporate assets will be 
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owned by only 200 companies. Whether the giant organi- 
zations which exist today are national or international, 
diversified or divisionalized, integrated horizontally or 
verticallv, the equity risk is enormous and all are experi- 
encing a need to look further and further ahead in plan- 
ning not only their growth but even the maintenance of 
that equity. 


Competition 


No doubt every generation of management has believed 
it has had to fight against competition but it can surely 
never have been fiercer than it is today. With the increase 
in discretionary purchasing power, a lower percentage 
of income than ever before is spent on the basic necessities 
of food, housing and clothing. The competition is keener 
not only within industries but also between industries 
for larger shares of the surplus, and the results of a major 
mistake being made could affect a company’s results for 
years ahead. 


Management education 


Business management is continually growing more 
sophisticated and even the UK now has its established 
business schools. This educational thrust frequently 
invclves the case history technique in which a company 
history over quite a long period is studied and specula- 
tion encouraged as to what might have happened if 
different plans had been made. Advanced management 
education stimulates awareness of all the factors referred 
zo above end of the value of LRP. 


to. The development of LRP in the UK was given an 
acided impetus by the formation as recently as January 
1¢67, cf the Society for Long Range Planning Limited and 
in Ais first annual statement the chairman, Mr H. F. Perrin, ` 
reported that in the first year the society had acquired no 
less than 700 members. 


1I. Although it is only in the last few years that LRP as a 
technique has received much attention, it is, of course, 
‘as old as the Ark’, the building of which was a fine example 
of planning ahead. 


12. Most of today’s authorities on LRP as a formalized 
function of twentieth-century management practice ac- 
knowledge the influence of Henri Fayol, the French 
industrialist, who was writing at length on planning as long 
ago as 1916. He observed (in his General and Industrial 
Management (Pitman) Ch. V) that planning must both 
assess the future and make provision for it. 


13. More recently a number of writers have attempted 
definitions and pronouncements of which the following 
offer useful contributions: 


George R. Terry (Principles of Management. 
I=win.) 

The selecting and relating of facts and the making and 
using of assumptions regarding the future in the visualiza- 
tion and formulation of proposed activities believed 
necessary to achieve desired results. 


Brian W. Scott (in Long Range Planning in American 
Industry. American Management Association) offers two: 


(1) Planning is an analytical process which encompasses 
an assessment of the future, the determination of desired 
cbjectives in the context of that future, the development of 
alternative courses of action to achieve such objectives and 
tze selection of a course (or courses) of action from among 
trese alternatives. 


Richard 
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(2). Strategic LRP is a systematic approach by a given 
company to making decisions about issues which are of 
fundamental and crucial importance to its continuing long- 
term health and vitality. 


e Kirby Warren (Long Range Planning: The EE 
Viewpoint. Prentice-Hall) says: 

Planning is essentially a process of preparing for the 

commitment of resources in the most economical fashion 

and, by preparing, of allowing this commitment to be 

made faster and less disruptively. 


H. F. Perrin (Chairman of the Society for Long Range 
Planning Ltd, at a national conference on long-range 
planning at the Management Centrz, Bradford University). 
A systematic attempt to increase the rate of profitable 
growth of an entity in the long-run. 


Perhaps the most pungent of references is that of P. F.. 


Drucker: ‘The question for the long-range planner is not 
what we should do tomorrow: it is what do we have to do 
today to be ready for an uncertain tomorrow’ (from “Long 
range planning: challenge to management science’, Man- 
agement Science, April 1959). 


14. Whichever of the above definitions of LRP is accepted, 
its objective is clear. For the purpose of this paper some 
further clarification is appropriate at this point in respect 
both of the ‘length of long-range planning’ end of the type 
of organization to be considered. 


15. Distinction is sometimes drawn between long-range, 
short-range and intermediate range plans as though they 
can be nearly separated. For this paper no useful purpose 
would be served by arguing this point but it must be 
made clear that no such distinction will be recognized. 
The question of how long is ‘long’ is assumed to be irrele- 
vant since for planning to. be really comprehensive and 
effective it must cover the short-, medium- and the long- 
term. Long range plans must necessarily be more vague, 
involve more assumptions and embrace more alternatives 
than short range plans which if they are to be capable of 
` implementation must be much more precise and definite. 


16. To the question: ‘How far ahead should one plan?’ one 
executive is reported as replying aptly : ‘As far as necessary’. 
What matters is the nature of the organization and the 
nature of the affairs to be planned and the later sections 
of this paper deal with company planning and apply gener- 
ally to short, medium and long range. 


17. It is not possible in a paper such as this to deal 
exhaustively with all types of planning or to present a 
planners’ handbook. Planning should be practised, of 
course, not only by companies but by any organization 
be it national or local government, trade union, institution 
or association, but the following chapters must be con- 
fined to planning for the company and present a review of 
contemporary thinking, trends and practices in the field 
and consider the implications for the accountant. 


18. Finally, anyone doubting the value of LRP should ask 
himself two questions: 


(1) Can I be confident where my company will be in 
three, six or nine years’ time — will its markets still 
exist and its products not be obsolete? 


(2) Can I be satisfied that, even allowing for hindsight, 
my company’s position tocay could not have been 
stronger, if different decisions had been implemented 
three, six or nine years ago on the basis of information 
which was‘available at those times? 
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Chapter 2 ) Se 


THE BASIC ELEMENTS 


19. There are probably as many approaches to planning 


as there are planners and it can be a source of anxiety for 


the newcomer to the work that he finds such diversity of 
philosophy and technique and such absence of procedure 
or standard form of presentation. Planning may be said to 
be market-oriented, product-oriented, research-oriented 
and economics-oriented and it must embrace reviws of all 
the company’s resources in plant, equipment, funds and 
people. It is a highly individualistic function which can and 
should exercise all the management and operational skills. 


20: When all the theory has been expounded, what is 
LRP really all about and what may be said to be the basic 
hard-core function and purpose of LRP? Clearly this must 
be the early identification of threats and opportunities for 
the company. It is in recognition of this prime purpose that 
we can consider the four principal elements which can be 
identified among the underlying ideals common to all the 


best LRP practice on both sides of the Atlantic. 


21. Although these elements are inextricably interwoven 
and cannot in practice, or even satisfactorily in theory, be. 
approached separately, it is convenient for the purpose of 
this paper to recognize: 

_ (1) company appraisal — analysing the 
strengths and weaknesses; 

(2) evaluating the environment — analysing the econo- 
mic, cultural, social, industrial, trading and techno- 
logical trends in the geographical and operational 
areas in which the company conducts its business, 
together with the strengths and weaknesses of the 
competition both present and potential; 

(3) setting objectives ~ clarifying the targets which 
determine corporate strategy; 

(4) determining strategy — in the light of the results of 
the foregoing, the clarifying of alternatives and select- 
ing the preferred courses of action. 


22. In practice, work on each of these elements has to 
proceed in parallel; it is just not possible to separate any 
one from the others and tackle it in isolation. Thus the 
company can only be appraised in relation to the environ- 
ment; objectives must be related to and will usually emerge 
from a realistic appraisal of the company; and strategy 
should ideally be designed to achieve the objectives specified. 


23. Many authorities declare that, before planning can 
proceed effectively, management should draw up a state- 
ment of corporate purpose and whilst the ideal underlying 
this argument cannot be denied, it poses perhaps the most 
challenging and didicult problem that the planner and his 
management will encounter. 


24. Profit, despite the fact that it must surely be the one 
real purpose of any company’s existence, frequently receives 
little or no mention in statements of corporate purpose, 
whether simple or elaborate. This may well be justifiable 
on the grounds that defining the profit objective should be 
essentially a part of the planning process, but all too fre- 
quently statements of corporate purpose concern themselves 
with propounding simply the underlying inspirational 
concepts against the background of which the company 
operates. ‘They are concerned with the way in which the 
company views itself as a member of its industry, as part 
of society; with the image it wishes to maintain as an em- 
ployer, as a customer or as a supplier. 
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25. Statements of corporate purpose are certainly neces- 
sary where there is an underlying purpose which could 
fundamentally affect.the way in which the planning pro- 
cess is carried out, as would be the case, fot example, if it 
is interided that the compaiiy’s basic character should not 
be changed. Thus it may be intended that a family business 
should remain such, or that any business should continue 
to restrict its activities to those in which it is currently 
engaged, All too often, however, they are loaded with 
idealisms which succeed in taking the planner and his 
company little further forward than they were before. 


26. Statements of corporate purpose, then, however 
desirable for those wishing to approach LRP idealistically 
must be recognized as highly rhilosophical, sometimes 
highly complex and, when comp see not ais highly 
constructive. 


27. Two points must hatin be made in connection 
with statements of corporate purpose: 


(1) They are quite different from statements of company 
objectives which must be specific, achievable and 
related to the current company circumstances. 


(2) Their absence need not be a bar to effective LRP. 


28. If there is a first step in LRP it is probably the 
appraisal of the company involving the definition of the 
nature of its business and the evaluation of its strengths 
and weaknesses. For this evaluation to have significance 
it has to be related to the strengths.and weaknesses of the 
competition — existing and potential. For the competition 
to be identified it is necessary first to establish a consensus 
amongst management as to the real nature of the company’s 
business. Corporate self-appraisal may be approached on a 
‘totality’ basis or on a functional basis. As may be implied, 
the functional basis involves the separate assessment of 
each of the various functions of the company, whereas the 
‘totality’ basis is predicated on the assumption that no 
function can exist on its own and that the company exists 
only as a total entity and accordingly should be defined 
as such in the fewest possible words, Neither basis alone is 
wholly satisfactory and the best results will flow from a 
combination. of the two.. 


29. Appraisal of the company should be conducted from 
both internal and external standpcints and must aim to 
produce answers to such. questions as: 


What business 1s the company int 

Where is the company today? 

Where has it come from? 

How did we arrive here? 

What are the basic hard-core skills of the company? 
. Is the organization structure well patterned? 


Are the members of management well placed in the 
structure and is each equal to his task? 


Are all functions well-co-ordinated? 


How resilient and flexible is the organization to cope 
with change? 


Is expenditure on R & D appropriate? 

What share of what markets does the company enjoy? 

How do production techniques and productivity compare 
with competitors? ` 

At what rate does the company normally launch new 
products or introduce new processes? 
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How strong are the company’s financial and manage- 
ment resources by comparison with competitors? 


What developments could threaten maintenance of 
existing supplies and costs of raw material or outlets to 
customers? 


30. These are just some of the questions which must be 
asked and perhaps the most fundamental and frequently 
the most difficult of them all is the definition of the com- 
fany’s business. The history of industrial and commer- 
cial enterprise is littered with the wrecks of companies 
which have failed to recognize the broad nature of the 
business in which they were engaged. 


31. For all but the smallest and simplest companies, 
atcempts to write down the nature of the business are 
much more difficult than may be expected and can usually 
bz completed only after much critical thought and study. 
Too precise or limited a definition will narrow the sights 
and restrict the vision of the planner and his management. 
It is now increasingly recognized that the wider the 
definition of the company’s business, the better the chance 
of identifying opportunities for profitable growth. Usually 
this is true, but for the company whose capital is invested 
in one kind of plant designed for one kind of purpose, it 
mzy not always be very helpful. 


32. The history of the brewing industry provides an 
interesting example of growth from recognition of these 
factors. Originally engaged in the brewing and selling of 
beer, the more enlightened managements were quick to 
realize that this was too limited a view to take of their 
business which would hardly have permitted them to 
develop into public houses and hotels and, more recently, 
into diversifving into wines, spirits and soft drinks. Such 
growth and development could never have been achieved 
on the basis of a policy which claimed simply that the 
companies were in the brewing business or which was 
based on the assumption that as people became more 
wezlthy they would buy more beer. Similarly, a company 
making and distributing, for example, potato crisps will 
today recognize that it is in the convenience foods busi- 
ness and may naturally wish to expand its product range 
into all kinds of cocktail snacks and even pre-cooked 
television meals. 


73. Most companies operate in more than one business, 
either by virtue of diversity of product range or by virtue 
of sipplying different classes of customer in different strata 
of economic activity. One approach to defining the nature 
of the company’s business is the preparation of a matrix to 
establish the key relationships between the product range 
and market segments. This can be achieved by the simple 
process of listing on a sheet of analysis paper the main pro- 
ducts or product groups and appropriating the columns to 
identify categories of customers. Analysis of sales and con- 
tribution in this way for each product group by each custo- 
mer category will usually reveal very quickly which are the 
comdany’s important products and markets. Continuous 
maintenance cf this information, surprisingly rare in many 
companies, will reveal trends suggesting further avenues for 
expioration but it is not until the information shown by this 
matrix can be related to.the analysis of the company’s en- 
vironment that the full benefits can be realized. Analysis 
of the environment may well indicate that relationships 
between product groups and market segments which 
currently appear to be relatively unimportant may in fact 
offer real potential for future development. 
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...Or put up a garage, or sun lounge, 
or take a much needed holiday, or 
pay the school fees or... 

It's easy enough to list the ways 
extra money could help you when 
it's most needed. And easy enough 
to write to our Personal Loan Man- 
ager to arrange a Bank Loan in the 
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strictest confidence. He can provide 
from £100 upwards, to be repaid 
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Income Tax relief. Find out all 
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A black cat 
may bring you good luck 


—but security costs a little extra 


Security depends on the practical 
steps you take to ensure it. Take 
the first step now by consulting the 
Scottish Widows’ about saving 
through life assurance. 

We can offer you two attractive 
ways of saving. A conventional 
with-profits endowment is a 
"must for every portfolio. We 
have a bonus record second to 
none. Alternatively, our Investor 
policy offers the opportunity to 


SCOTTISH WIDOWS’ FUND & LIFE ASSURANCE SOCIETY 


share in the investment expertise 
of one of Britain's most successful 
teams. (Either way a guaranteed 
sum will be payable on your death, 
and your policy can be used for a 
variety of purposes). And remember, 
under present legislation your 
premiums will attract tax relief, 
while the proceeds are tax free. 
Complete and post the coupon 
today for information on these and 
the other contracts available, 


London Office: 28 Cornhill, E.C.3. 01-626 5061 
West End Office: 17 Waterloo Place, S.W.1. 01-930 6041 


Please let me have 
information about 
the policies | have 
ticked. 


N.B. The Investor 
policy is available 
only to persons 
under age 50, 
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34. It is becoming increasingly recognized that, in- 


defining the nature of the company’s business, opportunities 


for development are most likely to be identified by placing. 


heavy emphasis on the class of user or consumer of the 
company’s product in contrast to the conventional industrial 
product or process classification such as ‘electrical manu- 
facturing’ or ‘chemical processing’. Classification on the 
latter basis can too easily fail to identify profitable diversi- 
fication opportunities for which the company’s hard-core 
skills are well fitted but which involve crossing the tradi- 
tional frontiers of products or processes. 
2 35: Writing as long ago as 1933 Richard Donham wrote: 
. The sole reason for a company’s existence is not to 
Dee steel or automobiles cr cotton cloth or shoes, 
but through such products to aid in supplying some of the 
wants of the people. Once the executives of a corporation 
are aware what fundamental wants their product is helping 
to supply, it becomes easier for them to recognize how 
many and diverse are the products with which directly or 
indirectly they must compete.’ (From an unpublished 
paper ‘His Brother’s Keeper’.) 


36. Recognition of the benefit of customer orientation 
leads to consideration of what fundamental user or con- 
sumer demands a company is trying to satisfy and, hope- 
fully, to a greater readiness to discontinue dying products 
anc. divest of wasting assets in good time. Further it can 
reveal opportunities to develop, for exampie, families of 
electrical products for existing markets, as has been 
demonstrated by Hoover and Kenwood. 


a4. Like all other aspects of LRP the setting of objectives 

can. be said to be the most difficult and most important. 
Whether or not the company already has an established 
statement of corporate purpose, the objectives are. likely 
ta be clarified only as part of the planning process. 


38. Usually the process of appraising the company and. 
the environment will -have led naturally to the develop- 
ment of certain specific objectives even if they are concerned 
only with strengthening the weaknesses or preparing a 
defence against threats which have been identified. The 
strategy, to the development of which the whole planning 


process is directed, can be both defensive and offensive. In. 


theory there should be a clear distinction between objectives 
and strategy with the latter following only in the wake of the 
former, but in practice the strategy may emerge so starkly 
from the appraisal process that the defining of objectives is 
necessary only as a formal filling in of the logic steps — 
principally to ensure that the entire management group can 
have an agreed basis for the action planned. 


39. Whether or not they are recognized as such, all LRP 


. functions embody four fundamental objectives, viz.: 


t 


(1) survival and maintenance of equity; 

(2) growth and enhancement of equity; 

(3) growth of profitability; 

(4) stability. 

40. In practice, most LRP tends to concentrate on the 
second of these objectives, since it is the one which goes 
furthest towards covering all the other three, even though 
it is far from inevitable, for example, that growth alone 
will increase stability. Obviously the overriding purpose 
of any company must be to make a proñt, but how much 

profit? Should the profit objective be related to capital 
employed? Should it be expressed as a percentage on turn- 
over: Clearly the most comprehensive plans will state the 
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profit in both these ways, but, since all business activity 


involves a balance between risk and return on investment, 
how. is the planner to measure the risk? The problems and 
perspective involved bere are complex and wide and can 
involve an enormous amount of research and soul searching. 


At. As implied, the development of objectives becomes a 
continuing process evolving normally from the environ- 
mental and company appraisals. This development process 
can be seen to pass through four separate phases: 


42. First the planner will usually have some vague 
generalities possibly lifted from a statement of corporate 
purpose but totally inadequate as a basis for plan formu- 
lation. From these generalities the planner must derive 
his tentative objectives which he will usually endeavour to 
express in quantitative terms such as ‘by 1972 turnover 
per person employed will be increased from x thousand 
pounds to y thousand pounds’. As planning proceeds to 
the third stage, on the basis of objectives such as these, it 
frequently becomes necessary to modify them in the light 
of investigation and to come up with revised cbjectives. 
When the final plans are adopted they will usually incor- 
porate a summarized set of objectives which are as much 
a result of the planning process as they are the basis. This 
summary of objectives may well not reflect the many 
subsidiary interim objectives which the planner may have 
used during the planning process. 


43. Strategy must of course take account of defensive as 
well as offensive measures but, presumably on the basis 
that attack is the best method of defence, most planning 
is dominated by the growth objective and may therefore 
be regarded as offensive. Usually as part of the quest for 
growth, but frequently necessary as a means of survival, 
LRP is heavily biased towards the development of: 


(1) new markets for existing products; 
(2) new products for existing markets; 
- (3) new products for new markets. 


44. In the context of this quest for growth based on exist- 
ing products or markets, it will be appreciated that the 
defining of the company’s business referred to earlier 
assumes great significance. Thus, Heinz concluded that 
they ‘were not just providing food for babies, but happiness 
for mothers too’. In this way, by defining their business in 
broad customer-oriented terms rather than product- 
oriented terms, they were able to identify a whole new range 
of demands which they were equipped to satisfy. In con- 
trast, Crossley Premier Engines Ltd devoted years of effort 
to the development and improvement of its original diesel 
engine, tending to ignore the developments of their com- 
petitors until the position was reached when their own 
engine was uncompetitive in price and design. It was only 
after the company had lost much ground and money that 
it ultimately took a licence for the modern Peilstick diesel 
engine. It was for these reasons that the alert and enlight- 
ened manazement of Belliss & Morcom Ltd successfully 
moved in and acquired the company. 


45. When efforts towards the development of existing 
markets and product groups have been fully explored, the 
planner will begin to consider the problem of developing 
new products for new markets and at this point he faces 
all the crucial questions involved in diversification. Before 
embarking on a diversification programme he must under- 
take some further critical corporate self-analysis. All too 
frequently companies plunge headlong into diversification 
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based on merger or acquisition activity as a desperate 
last-ditch move to bolster up a failing business. Diversifi- 
cation in such circumstances involves the. unexpressed 
principle that although the existing management 1s incap- 
able of successfully running its existing business, it would 
be betterable to manage a new and different business 
about which it may have little or no knowledge. 


46. Diversification through merger or acquisition or 
licensing arrangements figures increasingly in the thinking 
of long-range planners and although it is beyond the scope 
of this paper to explore this subject, its significance to the 
planning. function merits some comment. 


47. All too frequently take-over policy is based solely on 
the idea that if the right company becomes available at the 
right time at the right price, it will be a good acquisition. 
Too little effort is devoted to determining what is the right 
kind of company, when would be the right time and how 
the right price should be determined. Whether acquisition 
involves a move towards horizontal or vertical integration 
or whether or not it appears to offer ‘a good deal’ it 
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should have some logical basis and serious thought must 
“be given to what will be the nature of the combined 
organization. What effect will the merger have on the 
combined group’s objectives? In what new. markets will 
the group be operating? The acquisition may be designed 
to protect supplies of raw material or to maintain outlets 
for the company’s products. Thus 4 paper-manufacturing 
company which includes amongst its customers a segment 
of the packaging industry might acquire a. packaging 
company and in consequence find itself having to compete 
wit plastics at an entirely unfamiliar level of the market. 

Sigaificance of moves of this kind are all too frequently 
unzerestimated and the LRP function should set itself the 
ob‘ective of the establishment of a rationale in the merger 
and acquisition function. 


48. George Cyriax has written in The Financial Times: 


“Typically diversification plans do not start from a 
boarc’s awareness of new product opportunities but from 
the drying up of opportunities where the company is 


today.’ (To be continued.) 





LETTER FROM AMERICA 


Which Taxes 


Crush Least? 


From a United States Correspondent 


(RRE SEPTEMBER saw some KE gé 

Italking in New York about the tax quandary into 
which the United. States has fallen. Efforts to cut 
Government spending are turning to words more 
than deeds, with tax rates being forced up both at the 
Federal and local: level. 

Last year’s Federal deficit, equivalent to more than 
£10, ooo million will admittedly be sharply cut this 
year. But: the overspending 1 is still disorderly enough 
to be termed ‘inexcusable’ by Professor Dan Throop 
Smith of the Harvard Graduate School of Business 
Administration. Other experts gathered at the New 
York meeting of the National Industrial Conference 
Board, saw no reason to disagree with this diagnosis. 

This renewed attack on American tax policy was 
set off by the higher rates and faster payment time-table 
that were introduced — against bitter Congressional 
resistance — in June. The retroactive ro per cent sur- 
charge is now beginning to bite. Unlike the British 
‘special charge’ introduced a little earlier, it is not 
confined to unearned income but applies to the total 
income tax payment of both corporations and indi- 
viduals. It is supposed to expire at the end of the fiscal 


year, iri June 1969. But neither of the leading Presiden- 
tial aspirants in the November election is committed 
to "his promise of relief; and plans for spending the 
proceeds of next year’s surcharge are already pring 
wicely discussed. 
So Jong ae the surcharge is allowed to survive, the 
United States finds itself.in the unexpected position of 
leader in company tax rates among the large industrial’ 
countries. After years of lofty disapproval: of the 
crippling effects of British company- taxation, the 
Ar-erican rate has now risen to 52°8 per cent, compared 
with Britain’s 42°5 per cent on undistributed profits. 
Only Austria takes more. Canada, Germany and France 
take slightly less. Other industrial nations appear to 
have heeded the late President Kennedy’ ŝ warning 
against allowing Government to remain the senior 
partner when company profits are being divided up. 


Investment incentives 


The rate of company taxation is not the only con- 
sideration. There is also the treatment of depreciation, 
on which the American system is relatively harsh. 
(The growing importance of this question will be the 
subject of a later article.) On investment incentives, 
the American system is also ungenerous. Britain has 
its investment grants ranging up to 45 per cent in the 
Development Areas. Similar arrangements are available 
on the Continent; Sweden’s 40 per cent investment 
reserve — calculated on pre-tax profits, not on the cost 
of z proposed project — has no doubt been of immense 
value to extablished companies, as well as to the family 
group that controls seven out of the country’s eight 
leading industrial companies. 

Seside these inducements, Anena s investment 
credit — reluctantly introduced at 7-5 per cent and for a 
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time hastily withdrawn — seems meagre indeed. 
‘Against this background, French and other protests 
concerning the inroads of the American ‘mastodons’ 
meet an incredulous reception when recounted to 
company managements on this side of the Atlantic. 

On the taxation of distributed profits, the American 
protests about the ‘double bite’ are falling on deaf ears. 
The 4 per cent credit on dividends received was 
abolished five years ago, leaving only a dividend exclu- 
sion (equivalent to less than £42 per taxpayer) in 
recognition of the overlapping of company and personal 
taxation of a single source of income. This American 
trend is, admittedly, the direction in which Britain has 
moved since the introduction of the corporation tax. 
On the Continent, however, the distribution of profits 
continues to be encouraged by various types of credit 
allowed on dividends received. Canada’s normal 50 per 
cent company rate carries with it a 20 per cent credit 
toward the shareholder’s tax liability. 


Ten per cent surcharge 


The ro per cent surcharge brings the United States 
rate of personal income tax closer to the British peak 
and to the level reached. before the tax-cutting pro- 
gramme introduced under the Kennedy Administra- 
tion. The 77 per cent top rate compares with Britain’s 
I-25 per cent and Italy’s amazing 94:5 per cent, but is 
higher than almost everywhere else. Yet the American 
starting-point for this top bracket (nearly {£42,000 
equivalent) looks reassuringly remote by British and 
Continental standards, where the top rate usually 

- comes into play at one-third or less of the American 


MANAGEMENT INFORMATION 


ACCOUNTANT 


635 


figure. At the same time, American personal income 
tax starts slowly, reaching 20 per cent only on taxable 
incomes equivalent to some £2,000. The American 
income tax curve is so shaped, therefore, that progres- 
sion is steepest on middle-income families — which are 
presumably those likely to contribute most to the sum 
total of productive effort. 

Understandably, US experts are again bewailing 
the dampening effect of such heavy direct taxation and 
calling for a return to excise or other indirect taxes. 
With the Federal Government drawing the greater 
part of its revenues from the income tax ~ and with 
almost ail State and some city governments now relying 
on it, too — the time for a change of direction might 
seem to be at hand. Moreover, the recent international 
haggle over the European Common Market’s border 
tax has allowed American businessmen to claim that 
their exports are being penalized by the present tax. 
system; indirect taxes on exports can be refunded but 
not income taxes. 

At the moment, however, the pace of inflation — 
recently approaching 4 per cent annually — seems to be 
an ever. greater worry than the imbalance of the tax 
structure. It is emphasized that any increase in direct 
taxation is passed on at once to the consumer and thus 
shows up immediately in his cost of living. A rise 
in income tax, on the other hand, works its way 
uncertain-y through the system and is likely to be 
absorbed in part by company profits. In these circum- 
stances, there is renewed interest in the tax on value 
added, as is widely favoured in Europe. Yet there seem 
to be tco many urgent tasks in Washington for this to be 
a promising time to launch an entirely new type of tax. 


Human Resource Accounting 


HE amount of money that is spent by the average 

business on the acquisition, training, and replacement of 
staff must form a very significant proportion of the value 
of the business as a whole. Yet less attention is given to 
‘methods of recording, analysing and using such costs than 
any other factor. 

If, for example, a business acquired a new {£2,000 
machine, the acquisition itself would have been subject to 
some form of appraisal, the cost would be recorded as an 
asset of the business, and a measure of its declining value 
would be recorded in the profit and loss account as depreci- 
ation. Finally on disposal of the asset, a measurement would 
be made of the resulting profit or loss. 

Similar expenditure on the acquisition and training of, 
szy, a production manager would be written off in a 
number of separate expense acccunts with no final analysis 


of the cost or value. of that member of staff, and certainly - 


with ro asset value shown for him in the balance sheet. 
Yet the technical and managerial skills of the staff of a 
business are probably more critical for the success of the 
business than any other factor. Should the profession, then, 
devote some of its research to this problem, with the object 
of building up a conceptual framework for the recording 
and ana_ysis of the costs and values of the human resources 
emplayed by the business? 

Human resource accounting can be described as ‘the 
process of identifying, measuring and communicating 
information about human resources to facilitate effective 
management within. the organization’.1 As a technique of 
measurement it should quantify the costs of acquiring, 


t ‘Accounting for Human Resources’, by R. L. Brummett, 
W. C. Pyle and E. G. Flamholtz, Michigan Business Review, 
oo SE as reprinted in the Canadian Chartered Accountant, 
une 1928. 
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maintaining, and replacing human resources and of measur- 
ing the economic value of individual units of that resource. 


Human resources as an asset 


_ Since management must anticipate a long-term benefit 
from an investment in an additional member of staff, why 
should not the costs of acquisition and training be capital- 
ized and appear in the balance sheet as would anv other 
asset? Moreover, if we are to quantify the cost of acquiring 
such an asset, this could well imply that the use of the 
funds of the business in this particular way should be 
subjected to the same appraisal as any other investment of 
the funds of the business,.e.g. in an item of machinery. 

Such an approach would demand of management a much 
more detailed appraisal of the benefits to be gained from 
the acquisition. To appraise the return that would be 
earned on the investment, it would be necessary to estimate 
the contribution to the profit of the business that the 
additional member of staff would be required to make. We 
do this already for machines, why not for men? 

It can, of course, be argued that people cannot be bought 
and sold in the way that plant and machinery can be. 
Machines are inanimate objects and cannot get up and walk 
off the job in the way that a person can do. Yet in some 
spheres the treatment of individuals as assets is accepted. 
Football players, pop singers, etc., are-so treated by the 
companies that ‘own’ them. If performers, whose value is 
so personal and short-term, can be so treated, is it not 
possible to devise a structure for the more run-of-the-mill 
manager? 

An understanding of the value invested in its employees 
would provide a management with a much better appreci- 
ation of the economic effects of many of the decisions that 
it takes. Such questions as the level of spending that is 
economic in order to preserve the investments made in 
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people. What are the costs to the business through the loss 
of one or more members of staff? What is the relationship 
between formal training schemes and programmes for 
setting targets and rewarding effort, to the savings in 
recruitment and basic training costs? Only if management 
has some method.of valuing the human resources that are 
used can a rational answer to these questions be found. 


Economic value of human resources. 


In the article mentioned, the authors develop several 
aptroaches to the valuation of human resources. Such 
methods would include an analysis of the performance of 
menagers in terms of ability and motivation. Alternatively, 
one might approach the problem from the point of view of 
determining the present value of the firm and to apportion 
a part of this to the human resources in the same pro- 
por-ions as the investment in human resources bears to 
total resources. 

Wrhat.is believed to be the first attempt to develop a 
formal structure for human resource accounting has been 
conducted at the R. G. Barry Corporation. This has been 
developed by identifying acquisition costs under functional 
grovpings of expenses analysed by employee. As employees 
leave the capitalized values are written off as losses. To 
start the system some go individual manager’s asset accounts 
were established on a replacement cost basis. .A simplified 
model of the scheme is reproduced below. 

Although this is a novel aspect of accounting, neverthe- 
less it is one that deserves serious consideration. Many 
businesses must be more dependent upon the skills of their 
staff than any other asset. If it is to make the right decisions 
on recruitment, training, skill required, remuneration and 
disposing of staff, management must be made aware of the 
imp-ications of the decisions that they are making expressed 
as far as possible in financial terms. 


Model for Human Resource Acccunting 
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Reproduced from the Canadian Chartered Accountant, June 1968. 
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J The story of 


7 our assets exceeded 
| £230,000,000. Which is a 


good reason why you should 


invest with us. 


BUILDING SOCIETY (FOUNDED 1856) 
Member of The Building Societies Association 


Head Offices: 


LEEK: New Stockwell House, Leek, Staffs. 
Tel: (053 82) Leek 4351 (10 lines) 


LONDON: Westbourne House, Westbourne Grove, W.2. 


Tel: 01-229 2440 (6 lines) 
Branches and Agencies throughout the country 








Leek and Westbourne 
could be summed up in one 
sentence: in 1958 our assets 
came to £40,000,000; in 1968 


There are other reasons. 
Security is one. Your money 
is safe with us, soundly invested. Service another. 
We offer expert advice at all our branches: advice 
on investments and savings, accessibility, and 
income tax. We also offer a very good rate of 
interest on whichincome taxis paid bythe Society. 

But it is our dynamic growth, based on long 
experience, that makes Leek and Westbourne a 
sound proposition. Money breeds money, if placed 
in the right hands. When you invest in Leek and 
Westbourne, you can safely leave the rest to us. 


Leek and Westbourne 
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Take-over 
threat? 


Having 
a good 
merchant 


bank is 
half the 


battle 


When your business is 

in jeopardy, the advice of 
a good merchant bank is 
worth more than gold. 
Call in Guinness Mahon 
and you will have made the 
soundest of allies. Better 
still, see them now and 
you can be forearmed. 


Guinness 
Mahon 


Merchant Bankers 


3 Gracechurch Street 
London EC? 
Telephone: 01-626 6141 
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This is how Equity & Law are 
advising the public to seek professional 
advice about life assurance 






The utter and inglorious failure 
of Basil the Brain 









Basil is bursting 
with brain. The kind 
of man who finishes 
a Ximenes crossword 


before breakfast. 

LIfe EI 

fr?) LZ) a So a little matter like sorting 
out the life assurance policy 


which would suit him best seemed 
to him absurdly simple. “But there are over 
100 companies to choose from,” friends warned him, 
and there is such a wide choice of terms and conditions, 
policies and premiums. The permutations are endless. 
You'll never make it”. 












Basil smiled a secret smile. 

He sat down before a daunting pile of insurance 
literature, determined on a swift sorting of wheat 
from chaff. Calm and confident, he tackled ‘the thing 
that couldn't be done’... 


And couldn't do it! 


Moral: There's an easy way to find the life assurance policy that’s 
exactly right for you. Consult an insurance broker, or your usual 
professional adviser on business matters. He may well solve your 
problem in three simple words... Equity & Law. 


Equity & Law Life A Society Limited i 

Administration : ere éi EE Equity & Law 

20 Lincoln's | Fields, L , WC2 and e ' e e 

Amersham, Road, Fist; Wivatmie. Bucks Specialists in Life Assurance 
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Finance and 
Commerce 





Three divisions 


HE accounts of Queen Street V/arehouse Ltd should - 


be read with special attention to Note 3 headed ‘Pro- 
visions on general trade debtors’ and to the auditors’ 
‘reservation’ on the provision. After expressing his ‘great 
regret’ at having to report another most unsatis“actory 
trading year, Mr Henry Klug, the company’s chairman, 
says in his review with the accounts: “The group hes three 
distinct divisions: department and mail order 3tores, 
furniture retailing and tally credit trading’. 

The reader, at that point in Mr Klug’s statement, would 
expect a definite breakdown of figures by divisions to 
follow. But although the group has suffered heavy losses in 
the 29 months to the end of last January, and in some 
divisions is still operating at a loss, the directors do not 
apparently see fit to state categorically where the losses 
occurred. In this column’s opinion the company’s auditors 
should have insisted on the results of the three divisions 
being plainly stated in the body of the accounts. 

All that the chairman says is that tne principal drain on 
the group’s resources came from continued losses in the 
tally business. Two of the department stores contributed 
neither profit nor a material loss but the third made a sub- 
stantial loss, while the furniture group contributed a profit 
of about £140,000. 

To get a true picture of the position a breakdcwn of 
sales and trading loss by divisions is necessary. Mr *Jug’s 
conundrum is no substitute. 


New appointment 


In his statement with the 1966-67 accounts, Mr Klog re- 
ferred to a shortfall in turnover, substantial non-rec=rring 
expenditure during major reorganization of group opera- 
tions, reduction of gross profit margins owing to severe 
competition and exceptional provision for doubtful <=ebts. 
At that time, Mr Klug was ‘loath to make any forecast 
about the future’ but assured shareholders that no effort 
was being spared and a great deal of zroundwork and re- 
organization had taken place to enable the company ‘tz take 
full advantage of any improvement in trade generally as 
soon as it occurs’. 

All this was in Mr Klug’s statement issued on July 6th, 
1967. Clearly, whatever was done about the tally credit 
trading business, it was not enough in terms of the 
financial year to January 1968 nor in terms of the first half 
of the current year. 
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Shareholders may think that the appointment of Mr 
George Williams to the Queen Street board and as general 
manager of the tally business at the beginning of October 
1968 was an extremely belated move. Mr Williams, explains 
Mr Klug, is managing director of the Telebank business 
conducted. by Pearl Radio (Bolton) and Gardners Tele- 
meter, which comprises a profitable tally business with the 
rental of television seis. 


Merchant bankers 


It will, Mr Klug says, be some time before Mr Williams is 
‘able to implement the changes which are necessary within 
the group and to put a stop to the losses which continued 
into the current year’. That seems to suggest a loss on tally 
business for 1968-69, regardless of any reorganization 
moves. 

On the other hand, the furniture stores continue to do 
well in the current year with turnover appreciably higher 
and a substantial improvement in profitability expected. 
The department stores continue to be unprofitable and the 
board ‘is actively examining ways in which the assets tied 
up in these ventures can be turned to profitable account’. 

In these examinations the board will have the advice of 
merchant bankers, Keyser, Ullmann, who were appointed 
as the board’s financial advisers on June 2oth last. The 
group, Mr Klug says at the end of his short statement to 
shareholders, has ‘valuable assets’ and he has ‘no doubt 
that if the steps which have now been taken, and others 
that are in contemplation, result in a turn-round of the 
tally business and the release of assets which contribute 
nothing to the profits of the company, there is every reason 
to hope that the future will see a return to prosperity’. 

In July last year, Mr Klug said ‘it is clear that our return 
to prosperity will take some time’. Now, with a further 
trading loss of £310,990 on the books, he says ‘I must warn 
that the road to recovery will be long and that it must be 
some time before it will be possible to resume the payment 
of dividends on the ordinary shares’. 


Earlier next year ? 


Naturally it will not go without notice that Queen Street 
Warehouse accounts for the year to January 31st, 1968, did 
not reach shareholders until October 8th, 1968 — just one 
week after the appointment of Mr Williams to the board. 
Keyser, Ullmann should see to it that the company’s 
1968-69 accounts are in shareholders’ hands much earlier 
next year. 

Whether by design or by reason of the 1967 Companies 
Act, the Queen Street 1967-68 accounts — belated as they 
are and so mournful of content ~ do have the attribute of 
being clearly presentecé. There is also an indication of 
realism in the holding of this year’s annual meeting in 
Hall 16 of Winchester House, London, whereas last year’s 
was held at the Dorchester Hotel, Park Lane. 

But why, after another year of mounting loss, . share- 
holders cannot be told plainly in the accounts which 
divisions made what loss, is a shade difficult to see. Mr Klug 
says ‘the group has three distinct divisions’ and in future 
the Queen Street accounts should show three distinct 
figures of sales and, it is to be hoped, profits, leading to 
the group total. 

That is, always provided the present set-up of the group 
is retained. The department store division’s days would 
seem to be numbered. 
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CITY NOTES 


IDRICE movements in equities ovez the past month have 

shown the market to be in a classic ‘sideways’ situation. 
Tae main point at issue is whether this sidewavs movement, 
wich is expected to last for same time, yet presages a 
return to earlier boom conditions or a fallback tc a generally 
lower level. 

‘There are just as many people prepared to forecast 600 
for The Financial Times share index this time next year, as 
ther2 are to forecast a drop to the 400-450 level and to 
maintain that the market will not rise beyond the soo mark 
again for some considerable time. 

Tae 600 forecast is seen in the combination of continued 
ination, a continued rise in industricl earnings and a con- 
tirued heavy weight of investment money via the institu- 
ticns. and particularly the unit trusts. The 400-450 fcrecast 
is seen in a levelling off in industrial earnirgs and a growing 
tendency to take equity profits on a Jong er gains tax 
basis. as optimistic forecasts of an equity rise vithout end 
fail to materialize. 

Te fact that there are these two diametricaly opposed 
views in the market largely accounts for the present side- 
weyse movement and will probab_v account for the move- 
men: continuing for some time ahzad, with the exception of 
the 2arly part of the New Year when the usual seasonal 
oftimism may prevail for a time. 


Ku * Ke Ze 


OTHING could point more to tne need far a revision 

of the Takeover Code and the arming of it vith definite 
fewers than the City Panel’s verdict on the share dealings 
in the News of the World-Pergamon Press affair. In effect, 
the verdict was that the code had not been broken but that 
_ tas shares bought during the deal:ngs period must be voted 
in any further action over the bid. This is tantamount to 
maintaining in law that a second-hand car, with ownership 
in dispute was legally bought by the buyer of the car but 


also maintaining that the owner is not allowed to use the 
car which is legally his. If no rules were broken tn the 
acquisition of the shares and the shares were properly 
acquired, then why cannot they be used as such? Revision 
ot the code and provision of the panel with powers to take 
immediate action has obviously become imperative. 


* $ dp a 


HERE is no law which says that unpopular economic 
action by the Governinent has to be announced imme- 

diately before a by-election, and the lastest round of credit’ 
curbs should be viewed more from the economic angle than 
the political. The disastrous point about them ts that they 
have been introduced virtually a year after devaluation, 
which ought to be the time for the easing rather than the 
tightening of controls. But since the authorities entirely 
misjudged the post-devaluation situation, and subse- 
quently failed to acknowledge that misjudgement despite 
all the evidence, the new curbs have become necessary. 

They have become necessary basically because the pre- 
sentation to the nation of devaluation as a master stroke of 
economic planning was not entirely a façade for political 
purposes. There were members of the Government who 
believed that devaluation was the cure of cures. The fact 
that it was presented in that way - ‘the pound in your 
pocket’ — convinced even the unsophisticated that devalua- 
tion was the signal to spend while the spending was good. 

But the real economic point about the new ‘squeeze’ 1s 
that it will prove theoretical rather than practical. Consumer 
spending at this time of the year is not necessarily centred 
on cars, washing machines, furniture and the like, and the 
new curbs will not prevent Christmas spending this year 
reaching a new peak. They are unlikely to have any major 
impact on spending in the New Year either. If the economy 
has again been ‘blown off course’, the latest moves will be 
no corrective. 


RATES AND PRICES 


Closing prices, Tuesday, November 5th, 1968 


Tax Reserve Certificates: (28.8.68) Companies 48%; 
3% surrendered for cash; Personal 4% 


Bank Rate 
Jan. 26, 1967 64% Nov. 3, 1967 64% 
Mar. 16, 1967 sa 0% Nov. <8, 1967 .. 8% 
May 4, 1967 .. <. S4 March 21, 1968 4% 
Oct. 19, 1967 6% Sept. 19, 1968 .. 7%, 
Treasury Hills 
Aug. 30 .. £6 18s 10°73d% Ort. 4 £6 tos as6d% 
Sept 6 .. £6 18s 799d% Oct. rt £6 ros 6-79d% 
Sept 13... £6 178 2°43d% Oct. 18 £6 o 10°44d% 
Sept 20 .. £6 12s 175d% Oct. 25 £6 gs 10°28d% 
Sept. 27 .. f6 11s 6°524d% Nov. = £5 11s 067% 
Money Rates 
Day to day .. 5-69 Bank Bills 
o days e Si oi, 2 months .. €#%-7% 
fone Trade Bills 3 months .. 6-7% 
3 months 1. 8-34% 4 months .. 64%8-7% 
4 months .. 8-84% 5 months 648-7 %, 
6 -nonths 8-9 % 


Foreign Exchanges 
New York.. 2°38 4 Frankfurt 9°50 
Montreal 26% Milan 1488 
Amsterdam 8-69 7 Oslo 17°07 
Brussels I20'20 Paris 11°88 
Copenhagen 17'974 Zürich 10'277% 
Gilt-edged 

Consols 4% es 534 Funding 6% 1993 81% 
Consols 24% as 33% Savings 3% 60-70 .. 92% 
Conversion 34% . aot Savings 3% 65-75 .. "64 
Conversion 5% 1971 0435 Treasury 64% 1976 964 
Conversion 54% 1974 92 Treasury 34% 77-80 7345 
Conversion 6% 1972 ast Treasury 34% 79-81 60%; 
Funding 33% 99-04 s2ty Treasury 5% 86-89 73 
Funding 4% 60-90 Q5 Treasury 54% 08-12 GA 
Funding 54% 78-80 83% Treasury 24% SÉ 334 
Funding 54% 82-84 $24 Victory 4%.. es GEF 
Funding säi 87-91 794 War Loan 34% .. 45% 
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Integration of the Profession 


SIR, — In your issue of. October roth, Mr D T. Bailey 
speaks of young men by-passing the ‘profession and he sees 
in the future plans a sinister portent which foretells the 
eventual demise of the accountancy profession. 

I do not see the demise of the entire profession, but I see 
a portent which might foretell the decline of its practising 
side. 

During the last 20 years the practising side of the pro- 
fession has become more and more the tool of the fiscal and 
other policies of successive governments — with the result 
that in any practitioner’s office a great deal of time and 
thought is spent on such things as calculating the benefit 
of private use of motor-cars, analysing and totting-up 
directors’ travelling and entertaininz expenses and filling 
up Forms P.IID, finding the acquisition cost of investments, 
looking up Budget Day prices, and latterly, preparing 
statistics for the disclosure provisions of the Companies 
Act 1967. I have held the view for a long time that this is no 
way for any active intelligent man, young or old, with any 
good red blood in his veins, to spend his working day. 
There is nothing productive or creative about it and so 
far as the client on the receiving end of it is concerned, 
it has no market value. 

Whether the leaders of the profession have any blame to 
bear for not having more strongly resisted the gradual 
transition of a respected profession into what is now vir- 
tually a Government department is something we -shall 
probably never know, but the fact has to be faced that the 


practising profession is not as attraccive as it used to be to. 


the practitioner, and it becomes less and less attractive to 
the prospective entrant. 

One aim of the future plans is to raise the minimum entry 
requirements at least to those approximating to university 
entry standards — and in the longer term, possibly, to accept 
graduates only as candidates for the chartered qualification. 
At the Oxford Summer Course this year we discussed a 
paper on the disclosure provisions of the Companies Act 
1967, prepared by a distinguished member of the pro- 
fession — and I wondered at the time what anv prospective 
graduate-entrant would think of the profession when he 
saw from that paper what kind of things we have to spend 
our time on. I could forgive him for turning to some other 
calling in which his efforts would be more productive and 
his daily work more interesting. 

Nevertheless, that prospective entrant might be attracted 
to the profession because of his rosy future prospects as an 
accountant in industry, and the question arises — would 
that man prefer to qualify in a practising office, or in 
industry? 

If he qualified in industry, he would see the Forms 
P.11D, the Budget Day prices, the Companies Act 1967, 
and all the other distractions of practising life as mere 


examination subjects which he could cope with as such while 
he got on with the main job of training to be an industrial 
accountant — but while qualifying in a practising office he 
wou d have te spend some proportion of his time actually 
working on them. Such a man, I think, would elect to 
qualify in industry. 

Oa that footing, I arrive at this proposition — that if the 
futuze plans are adopted, then, the higher we raise the entry 
standards, the fewer entrants will the practising side of the 
profession get. We all know that qualification in a prac- 
titioner’s office is very largely being used by the chartered 
man. as the only available gateway into industry — let a more 
direct gateway into industry be opened and the intake into 
the practising profession will suffer accordingly. 

Oa those grounds I think that the future plans will not 
unite the profession and enable it to speak with one voice — 
I think they will drive the wedge even further between the 
practising side and the industrial side, and for that reason 
I shall vote against them. 

A-though that may seem a negative view to take at this 
stage, I can see much in favour of the future plans; but 
before they are adopted I think active steps must be put in 
trair. to imprave the conditions, the stature, and the image 
of the practising profession to such an extent that entrants 
of the right calibre will not only be attracted into it but will 
wisk to stay in it. 

On that subject, I do not hold the profession itself 
blameless; I think that over recent years it has become 
obsessed with the cult of obedience to the printed word — 
the printed word as set out in Finance Acts, Companies 


Acte and other Government edicts. 


If I may take one example from the mass of trivia which 
surrounds us — the matter of car benefits. Has it ever 
occurred to any member of the Council to make a survey 
of all the car benefit calculations in his office to see whether 
ther2 is any pattern running through them which might be 
usec. to streamline the formula? I have it in mind that if the 
private benefit were expressed as a percentage of the 
orig-nal cost of the car, it might be found that in a majority 
of cases the figure is, say, 7 per cent. Would it be beyond 
the wit of the profession to persuade the Government to 
allow that percentage to be adopted in each case, subject to 
the taxpayer’s option to claim a reduction if the circum- 
stances of his case manifestly justified it? It would mean, for 
exarmple, that the user of a Morris 1100 costing £750 would 
be assessed on £52, and that the user of a Bentley costing 
£6,coo, would pay on £420 — time spent in calculation, 
almost nil. Are we so fascinated by Finance Acts that we 
enjoy calling, writing, or telephoning to gather all the 
info-mation and then working out a lot of figures ~ or is it 
that we cannot see the wood for the trees? 

That is only one example of how passive compliance 
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with the printed word has made thé practising profession 
less attractive than it used to be, and there must be many 
othe-s. For example, has any large firm costed out the time 
it has spent in calculating the capital gains tax position on 
disposals where the proceeds were Les than 1,000 and 
what the resultant net liability was? — to see whether a 
convincing case, based on actual facts and figures could be 
put to the Government for exempting such disposals from 
capital gains tax?; and, to descend once more to -rivia, 
woulin’t it avoid the grotesque fractions one comes across 
in CGT time-apportionment calculations if oar masters 
could be made to agree for that purpose that every month 
in che year shall be deemed to have 30 days? 

What the practising profession lacks at the present time 
is the ability to look at itself as if from a thousand miles 
away and I suggest that its leaders take time of from future 
plans and do just that. The managerent consultant 
apprcach, with its vigorous and fresh-minded outlook and 
its cynical attitude to existing practices, might result in our 
throwing off some of the more tiresome shackles which 
successive governments have impcsed on us. It mighz also 
discourage Whitehall theorists from thinking up others. 


Yours faithfully, 
Harley, A. B. SNOW, F.c.a. 
Stoke-on-Trent. 


Sir, — We have been asked not to judge the scheme as a 
whole by our reaction to particular proposals. Nevertheless, 
it is Koped that the participating bodies have lef: room for 
manceuvre and that it is not to be the scheme, the whole 
schere and nothing but the scheme! The rejection of the 
Erglish Institute’s Proposal 20 would not, to my mind, 
represent any great loss to the scheme as a whole and I am 
surprised at the lack of reaction from accoun<ants in prac- 
tice. 

‘The wording of the proposal is in itself peculiar, in that 
it is the only one (of 31) which seems to indicate doubt 
in the minds of the sponsors. The first nine words are 
substentive — the rest appear to reflect a picus hope that 
few licentiate members will be such cads as to take advan- 
tage of the right to practise! ` 

There are only two basic possibilities arismg from this 
proposal: 


(© Licentiate members will be encouraged to give such 
services to the public as will eneble them to earn a 
reasonable reward in circumstances such chat their 
membership will reflect credit on the Institute and 
will merit high public esteem. 


(2) The work they are permitted o do will be s9 circum- 
ecribed and the obstacles to be surmounted so for- 
midable that few indeed ‘will wish to engage in 
practice’. 


If (=) is the case, are qualified practising accountants 
really =xpected to vote for a proposal which may deprive 
them and their successors of much af the ‘bread and bucter’ 
on which the ‘jam’ of ‘reserved functions’ is very thinly 
spread? Discussion with other practitioners indicates 
gereral agreement that, in the small and smal]/medium 
' range 2f practice, work which may strictly be regarded as 
‘auditing’ is by no means the major source of income. What 
othe: professional body has been so se-f-immolating as to 
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train a ‘second Ger. which is permitted to engage in public 
practice in direct competition with its fully-qualified 
members? | 

_If (2) is nearer the mark, then surely all fair-minded 
members would oppose, not only because the proposal is 
unnecessary (so ‘few’ being involved) but also that it is 
distasteful. To dangle a virtually unattainable plastic carrot 
as a means of recruitment is unworthy of us. If the terms 
are unobjectionable to most practising chartered members 
then no intelligent anc ambitious licentiate candidate, 
worthy of the privilege of practising under the aegis of the 
Institute, will find them acceptable. 

It is clear that much will depend on how the concept of 
‘reserved functions’ is developed in practical detail, 
particularly as regards the wording of paragraph 7 (6) on 
page 38 of the scheme. ` 

It has been suggested that a licentiate member may not, 
in fact, be able to state his qualification on any positively- 
worded certificate. Even the innocuous ‘Prepared from the 
books and vouchers produced to me. I.B. Teertoo, Lic. A.’ 
may be taboo. He may, however, be permitted to sign the 
farcical ‘I express no opinion on these accounts prepared 
from Mr Smith’s records’. It is hoped that some detailed 
clarification of the scope of the work which a licentiate 
member in practice is expected to undertake, will be avail- 
able well before a decision must be made. The vagaries of 
‘providing services concerned .with the preparation of 
accounts’ or ‘accounting services of a technical nature’, 
are really not good enovgh! Will he or will he not, for 
instance, be permitted to prepare and submit to the Inland 
Revenue (in his own name and with some sort of certificate — 
or none!) accounts for individuals and firms not subject to 
audit by statute or by the requirements of the client? 

Until the practical effects of proposal 20 are quite clear, 
members must surely think, and think, and think again 
before helping to sow the innocent-looking seed which may 
grow into a hydra-headed problem child. Our canny 
Scottish brethren, whilst accepting the ‘second tier’ with 
means of progression to full qualification, resolutely reject 
the idea of practising certificates for licentiate members. 
What cogent reasons are there for supposing that they are 
wrong? 


Yours faithfully, 


Oswestry, Shropshire. F. L. CONSTABLE, F.c.a. 


Data Processing for Incomplete Records 


Srr, — Following the article in your issue of August roth 
on ‘Data Processing Services for Incomplete Records’, only 
two letters have been published both commenting adversely 
on such service. It might be helpful if I make the following 
points based on practical experience. 


(1) Data processing for this purpose involves using a 
computer service bureau. These vary in ability and 
it is therefore particularly necessary to see that the 
proposed system is well designed. Both the bureaux 
mentioned in your article supply a good service. The 
advantages and disadvantages of competing systems 
must be carefully investigated as it is sometimes 
difficult to assess the merits and demerits of differing 
programs. i 
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(2) There are two methods of input to the computer. 
One is punched paper tape and one optical character 
recognition (OCR). Punched paper tape is slightly 
more reliable, OCR is cheaper. OCR is developing 
fast and, in my opinion, will bring computer services 
within range of ail small busiress very quickly. 


(3) Computer time is cheap. The cost to my firm of the 
last 100 jobs is about 37s 6d per client. Careful assess- 
ment of costs should, however, be made. 


(4) Data processing mainly saves junior labour and this 
is the most difficult to obtain. 


(5) The larger the job the greater the advantage. 


(6) As with any sophisticated system, it is net possible to 
buy an input machine with a program and sit back. 
Bureaux operators are rarely accountants and do not 
have knowledge of the requirements of an account- 
ant e office. A good deal of hard worx and time will be 
required by the accountant to tailor his systems to the 
computer program and he should be prepared for 
six months’ running-in period. 

If the practitioner realizes the above points he will find 
that data processing services are the greatest advance since 
the add-lister. It would, in my opinion, be desirable for the 
Institute to form an Omce Advisory Service on the lines of 
the Law Society service to give information to practitioners 
on this and other administrative matters to avoid the 
enormous duplication of effort in investigacing services 
which to my knowledge is now going on. 


Yours faitafully, 


Brighton. B. G. JOSE, F.c.a. 


Decimal Currency 


Sir, — I have so far seen no table published showing the 
losses which customers will incur regarding purchases now 
expressed in terms of present-day pence, when decimal 
currency is introduced. I have worked out end enclose a 
copy of such a table which some of your readers might 
find illuminating. 

Except for the old 6d and 1s there is no exect equivalent 
in decimal currency and — human nature being what it is, 
there would appear to be little prospect of new prices being 
‘rounded’ downwards. The appended table shows, in the 
case of all prices up to 1s (in present-day pence), the loss 
to the customer which will result from ‘rounding up’ and 
the gain which would result from ‘rounding down’. Since 


the smallest new coin of 4p is equivalent to 1:2 present-day . 


pence, the potential loss or gain will in each case total 
1:2 present-day pence. 

It will be noted that in some cases ‘rounding up’ il 
result in a loss of as much as r'ra, while ‘rounding down’ 
would result in a gain of o-1d to the customer. An item 
previously priced at sd will almost cerzainly be priced at 
24p (decimal currency), resulting in a 1d loss to the cus- 
tomer, whereas an item previously priced at 6d will also be 
priced at 2$% resulting in no loss or gain to the customer. 

Unless there is reasonable give and take between retailer 
and customer whereby the ‘rounding’ is done to the 
nearest equivalent, the public will inevitably suffer grave 
hardship. 
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It would seem most desirable for the Government to issue: 
som2 directive regarding these matters before the situation 
arises. 


Yours faithfully, 


Ssvenoaks, Kent. R. H. LOVEDAY. 


Table of Equivalents 


New pence Equivalent in old pence E 
$ I'2 
I z'4 
r$ . 3°6 
2 48 
24 6-0 | 
3 72 
35 CO BA 
4 9°6 
44 . 10:8 
5 EM 
53 EI 
Loss to Gain to 
New price buyerin New price buyer in 
Price in (rounded  termsof (rounded terms of >` 
oid pence upwards) oldpence downwards) old pence 
I $ 0'2 WE e 
I$ I oO A 0'3 
2 I GA 4 o8 
ak 14 We 7 I ot 
3 14 o6 I of 
34 14 o'I I Ir 
4 2 o'g 14 GA 
43 2 03 I$ oo 
5 2$ ro, 2 o'2 
53 2% e 2 o'7 
6 2$ Nil 2$ Nil 
63 3 o? 2$ og 
7 3 o? 2% r'o 
7% 3$ oa 3 o3 
8 33 0'4 3 o8 
84 4 II 34 or 
9 4 op 38 ob 
9% 4 o'I KE o “aes 
IO 4d o'g 4 o4 
Lob 4% 0'3 Ga 
II 5 Lo 4$ | 0'2 
113 5 O'5 4% o7 
12 5 Nil 5 Nil 
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More on Decimalization 


Manchester Chartered Accountants’ Seminar 


RENEWED WARNING tto smaller firms that they 

could be caught out by the imminence of decimaliza- 
tion was given by speakers from various sectors of com- 
merce and from the Decimal Currency Board at a recent 
Dec:malization Seminar held by the Manchester Society of 
Chartered Accountants. 

Mr W. R. Anderson, a member of the Decimal Currency 
Board, outlined to the audience of 150 the time-table and 
basic bank and currency procedures which were involved. 
He emphasized that computer and electronic machine pro- 
grams might take up to 18 months to prepare and validate, 
and that the earlier the internal accounting change was 
undertaken, the less difficulty would be experienced in com- 
pleting all necessary procedures before D-day. The main 
stumbling-block to early change was payroll, but even this 
could be overcome with union agreement over decimal 
wage rates. In his opinion, an early change to decimals 
would almost certainly mean a commercial advantage over 
competitors, as the public would very quickly want to use 
decimals rather than £ sd. 

Retailers would also be able to deal in either £ sd or £p 
after D-day although decimal shops would probably be 
favoured by the public. Mr Anderson suggested that as a 
temporary answer to machine conversion problems, an 
£sd cash register could be replaced by a decimal listing 
machine. Trade could then be in the currency the retailer 
preferred, with ‘wrong’ currency payments being accepted 
in multiples of 6d or 25. 


The major problems 


Representing the British Bankers Association, Mr C. A. 
Brockbank stressed that the banks’ own major problems 
also lay in the areas of machine conversion, coin handling 
and staff training, although the present transfer of account- 
ancy work on to computers would reduce the number of 
conventional machines in branch banks. 

He stated that although the banks would be closed for 
an additional two days prior to D-day, arrangements 
would be made whereby certain necessary services were 
available for customers, and emphasis was being given to 
the provision of the best possible service in the circum- 
stances. When the banks reopened for business on Febru- 
ary 15th, 1971, it would be a very busy day, particularly for 
the cashiers, and staff at branches would be augmented to 
the maximum degree possible. 

Mr D. M. Hannah, B.sc.(ECON.), decimalization specialist 
with a leading computer company, restated the problem 
facing British industry as ‘having to work a system which 
is difficult to implement’. Not only would the transitional 
period after D-day be a confusing period, it would be an 
inflationary period as well. He said that companies who 
coulc handle the complexities of dual accounting (necessary 
because of the two currencies) and of unequal conversion, 
and who helped their customers over this difficult period 
would stand to gain business. 


Mr Secker, of the Port of Manchester, spoke on the 
choice of an internal decimalization date in each organiza- 
tion, and on various accounting procedures. He said that in 
choosing February 15th, 1971, as D-day, the Government 
had chosen a date which was convenient for bankers and 
the retail trade, but was inconvenient for commerce and 
industry. Industry and commerce would be well advised 
to change their records to decimal currency at the pre- 
ceding start of their financial year and thus obviate the 
necessity for converting a mass of income and expenditure 
account balances. 

He also criticized the Inland Revenue for not yet having 
issued any information as to how the PAYE system was 
to be decimalized, and said that in redesigning office 
stationery for decimalization, regard should be had for the 
new international paper sizes coming into force in 1970. 


ICI approach to the change-over 


The need for the appointment of ‘decimalization officers’, 
as recommended by the Decimal Currency Board, and the 
main duties which they should undertake was dealt with 
in some detail by Mr I. M. Duncan, c.a. He illustrated 
his remarks with details of the ICI organization set up to 
deal with the change-over. A steering committee of three 
divisional directors and five head office senior managers 
would make policy decisions, the detailed work being 
delegated to smaller working parties which would include 
part-time members. 

Mr Duncan continued by considering the legal, account- 
ing and procedural problems arising from wages and 
salaries and the deductions to be made from them. He 
emphasized that all necessary decisions in this field should 
be completed by mid-1969 where computer applications 
existed, the programs being exceedingly complex. It was 
estimated that two man-years of systems analysts’ effort 
and four man-years of programming were involved in 
changing those parts of programs which read-in or print- 
out £ sd; writing programs to change file records held in 
£ sd, and to plan and organize trials on new document 
design. This evidence had resulted from a study made 
by one division of ICI and showed the scale of effort 
required throughout the organization. 

All the evidence showed that the momentum of the 
change-over would be rapid and £ sd coins would quickly 
be replaced by decimal coins by popular demand. It would 
therefore be unwise to think that any business could afford 
to make a change-over during the ‘dual-system’ period of 
18 months or less, as such a business could well find itself 
at a trading disadvantage. 

This theme was continued by Mr E. J. Giles, the final 
speaker, who said that the problems facing the retailer 
would be better defined as a challenge which, if met satis- 
factorily, would ensure a smooth and efficient change- 
over with the minimum of inconvenience to staff and 
customers. 
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Internal Auditors’ Conference Report 


e BJECTIVE — maximum effectiveness’, was the theme 

of the West European Ninth Regional Conference 
of the Institute of Internal Auditors held in London last 
week. Sponsored by the London Chapter of the Institute, 
the conference was attended by over 250 internal auditors 
and others under the chairmanship of Mr S. S. Ross, 
Regional Vice-President. 

Among those present from overseas was Mr W. Berch 
Pitts, the Institute’s International President, from the 
United States, with Mr O. Ruff Crow, the Immediate 
Past International President. Other countries represented 
were France, Belgium, Norway and Ceylon. 


Minister’s opening address 


Opening the conference on Wednesday, last week, Mr 
Harold Lever, M.P., Financial Secretary to the Treasury, 
said he had a fellow feeling with internal auditors, for in 
one sense the Treasury were the internal auditors of the 
Government. They had one thing in common — the often 
unpopular and not always rewarding task of attempting to 
assess carefully, systematically and in an orderly way how 
expenditure was being undertaken. 

Because of a lack of knowledge of how the money system 
worked today, he said, many people had a vague notion 
that Britain had been plunging more and more heavily 
into debt. But the fact was that although there had been an 
addition to the country’s net deficit, this was more than 
matched by new assets acquired by commercial investment 
abroad. 

It was true, said Mr Lever, that over the last four years 
Britain had an unsatisfactory current balance deficit of 
about £ 1,000 million. But this was not a true measure of the 
country’s lack of earnings, especially in view of its successes 
in previous years. He pointed out that with 17 years of 
deficit, the United States had increased its wealth at home 
and abroad at a scale unmatched in the history of mankind. 

He could not claim that for Britain, but even in the last 
four years, this country’s investment assets abroad had 
certainly gone up by more than £1,000 million in value. 





Objective — maximum effectiveness 


Mr W. Berch Pitts, International President of the Institute, 
in an address on the conference theme ‘Objective — maxi- 
mum effectiveness’, referred to the universal interest in 
electronic data processing and such subjects as statistical 
sampling. He said that many audit problems had been 
anticipated through the wider introduction of electronic 
data processing but the problems resulting from second 
generation systems had not proved to be of the magnitude 
or complexity originally feared. 

Tape systems made it possible, although not always 
desirable, for the auditor to conduct his audit in much the 
same manner as before the advent of computers. However, 
the use of computer systems with communication capabili- 
ties introduced a new concept that, at some time in the 
future, would reduce the availability of audit media as it 
was known today, and would present new and challenging 
problems to the internal auditor. 

Mr Berch Pitts said that if, as an organization of internal 
auditors, the Institute was to meet the objective of maximum 
efficiency or effectiveness in producing and sharing infor- 
mation relevant to the work of the internal auditor, it was 
necessary to encourage enthusiastic co-operation among 
members. He went on to say that it was also necessary to 
develop means of communication between the various 
chapters in all countries in order to promote understanding 
of mutual and differing problems. 

The Institute would then be equipped to accept the 
challenge and make the innovations that would assure the 
future all members wanted and deserved. 


Achieving the objectives of internal auditing 


Speaking on ‘Achieving the objectives of internal auditing’, 
at the first general session, Mr Norman Smith, M.B.E., TD. 
F.C.A., Chief internal auditor, Unilever Ltd, said that he 
could see no call for an internal auditor in a small organiza- 
tion where the ‘head’ of the business was in direct touch with 
all important aspects of his operations. Even in medium- 
sized organizations, the internal audit function probably 


Mr S. S. Ross, conference chair- 
man, addressing the opening 
session with /eft to right: Mr O. 
Ruff Crow, Immediate Past 
International President of the 
Institute ` Mr P. C. Elliott, F.C.A., 
President, London Chapter, and 
Mr Harold Lever, M.P., Financial 
Secretary to the Treasury. 
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Mr L. Fidgen, Immediate Past President, London Chapter, 
introducing Mr W. Berch Pitts, the International President. 





Mr Norman Smith (in shirt-sleeve order) addressing the first The Lord Mayor of Westminster chatting with Mr and Mrs 
general session. Dussaulx of Paris. 





The conference in session. 
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did not need to stand alone, for bere good management — 
supported by a competent chief accountant — could arrange 
effective internal control. In the large organizations, how- 
ever, independent internal audit had the opportunity to 
achieve its full potential. 


Mr Smith went on to observe that wherever internal 
audit was discussed, debate turned on the place of the 
internal auditor in the organization - to whom should he 
report? He pointed out that the Institute of Internal 


Auditors defined internal auditing as an ‘independent. 


appraisal’, and if an internal auditor was responsible to a 
chief accountant or any other departmental executive then 
it could not be said that he was independent and his 
activities did not therefore fall within this definition of 
internal auditing. Mr Smith mentioned that Sir Henry 
Benson, C.B.E., F.C.A., had said in an address that ‘internal 
auditing cannot be effective unless it is independent of 
policy-making and executive decision. The status of the 
internal audit department within the organization is there- 
fore of fundamental importance. It should have responsi- 
bility and access direct to the board’. 


Mr Smith went on to say that in the negotiations with 
management aimed at achieving for the internal audit 
department acceptable objectives and an acceptable position 
in the organizational structure, the company’s external 
auditors should prove valuable allies. The external auditor 
had much to gain from the existence of a really effective 
audit department. Such a department would not only bring 
forward information of importance to the external auditor 
which he would otherwise have to discover for himself, 
but by constantly striving to raise the standard of internal 
control, the external audit will accordingly be simplified. 


Referring to the steps needed to achieve the objectives 
of internal auditing, Mr Smith listed the following points 
which he thought were of great importance. First, it was 
necessary to get acceptable objectives agreed by a significant 
cross-section of management and have them on paper in 
authoritative form so that there were firm guide-lines 
making clear to the internal audit department the work 
they had to do. Secondly, ensure full independence which 
was essential to full achievement of internal audit objectives; 
thirdly, try to constantly up-grade the quality of the 
department’s staff; fourthly, strive for higher standards of 
effectiveness in the actual work of internal auditing, and 
finally, encourage management acceptance and co-operation 
so that managers turned to the internal auditor for help on 
management problems. 


Internal controls — their application and appraisal 


Sir John Wall, 0.B.E., chairman of International Computers 
Ltd, addressed the conference on ‘Internal controls — their 
application and appraisal’. He emphasized that if the United 
Kingdom and Western Europe were to take advantage of 
new techniques and technologies in industry and trade, 
both the objectives of management and the organization of 
management to achieve these objectives must develop in the 
same direction and at the same pace as the new techniques 
and technologies themselves. It was now generally accepted 
that one of the valid contrasts between industry in North 
America and Western Europe was the slowness with which 
new techniques and new technologies were introduced in 
Western Europe whether they were concerned with manu- 
facturing, marketing, organization or management. 

In the same way, said the speaker, the attitude to internal 
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‘controls in their purpose, their application and their 


appraisal must keep up with the pace of change elsewhere 
in the business. This was especially important in the light 
of the rapid rate of change in the whole area of information 
handling — its collection, processing and dissemination. 
It was only too easy to introduce controls which restrained 
initiative, new ideas and innovation. 


He stated that the progressive internal auditor was 
demonstrating that, in his searches, he was concerned with 
the effectiveness of the systems and procedures, and not 
primarily with the particular event or incident which led 
him to examine these systems and procedures more closely 
to see whether change was necessary. Coupled with this 
was the introduction of more sophisticated sampling 
methods making use of new techniques in management 
services. He pointed out that the active role of the internal 
auditor in participating in the devising of new and appro- 
priate systems and procedures in full co-operation with the 
appropriate management services unit and the levels of 
management concerned, could do more than anything else 
to establish the full role of the internal auditor in the 
business. 


Sir John stressed throughout his talk the dangers of 
resistance to change, dislike of innovation and fear of risk- 
taking. In many of the industries which determined the 
industrial and commercial future of Western Europe the 
pace of technical and technological change was accelerating 
and this meant that the risks of bad decisions were more 
costly. At the same time new and better tools were becoming 
available to management to help improve effectiveness and 
efficiency and to assess the size of risk being taken. The 
internal auditor, he said, had a special role in applying his 
skills and his own techniques in helping to establish and 
maintain control systems which met the real needs of 
industry in these conditions. 


Mergers, acquisitions and the internal auditor 


Addressing the conference on ‘Mergers, acquisitions and 
the internal auditor’, Mr Michael C. Stoddart, F.c.a., 
managing director of Singer and Friedlander, merchant 
bankers, discussed the past history of mergers and likely 
future trends and gave some of the reasons for mergers 
and acquisitions in both publicly quoted and private 
companies. He also referred to the role of the Industrial 
Reorganization Corporation and other organizations respon- 
sible for promoting acquisitions and mergers and gave a 
brief example of an agreed merger between two companies 
either public or private. 


Mr Stoddart went on to describe methods of carrying out 
a merger involving co-operation between internal auditors 
and investigating accountants, and spoke about the responsi- 
bilities of the board of directors and its advisers in the light 
of the new City Code, with special reference to profit 
forecasts. He thought it would be a grave blow to Britain 
if a Government control body similar to the American 
Securities Exchange Commission should be set up here. 
It was therefore important that the talks which were in 
progress would result in the establishment of an effective 
code. 


Further matters of interest discussed by the speaker were 
the contested bid and work for the defence, including 
detailed analysis of future profits; the price and how it is 
satisfied, and the resultant work for financial management 
after the completion of a merger or acquisition. 
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Decimalization 


Some of the administrative problems, and the role of his 
board, concerned with Britain’s forthcoming change-over to 
decimal currency were covered in a paper given by Lord 
Fiske of Brent, C.B.E., D.L., Chairman of the Decimal 
Currency Board. 

One of the many roles which his board had undertaken 
was to stimulate in management an awareness of the 
problems of decimalization, to give information in advance 
to help in the solution of those problems and where the 
need arose, to mediate and co-ordinate. 

It would be as well, said Lord Fiske, if organizations 
appointed a senior member of their staff as a decimalization 
officer with specific responsibilities for looking into the 
implications of decimalization for his firm. This did not 
mean simply isolating the problems and discovering solutions 
for them, or even administrative tasks such as deciding on a 
policy for machine change-over, staff training, liaison with 
the trade association, other firms and the Currency Board. 

‘There were’, he said, ‘many possibilities in decimaliza- 
tion; if for instance, one is forced to change one’s accounting 
system from Ze d to decimal, might it not also be worth while 
to look into the question of whether the accounting system 
that was being used was the best?’ In all firms he felt 
there were areas in which great change for the better could 
be made and would be made were it not for the disruption 
that this would cause. ‘Since things are going to have to be 
changed with decimalization, why not make a clean sweep?’ 
he asked. In this way the company and the country as a 
whole would gain the maximum possible benefit from 
decimalization. 


Concurrent sessions 


Two groups each of four concurrent sessions were held on 
Thursday afternoon. In the first group the papers presented 
were as follows: 


‘Safeguarding the company’s assets’, by Mr J. R. 
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Robinson, F.c.A., director-in-charge of group planning, 
Rio Tinto-Zinc Corp.; ‘Erosion of profits by misemploy- 
ment of indirect labour’, by Mr R. R. Ritchie, C.ENG., 
A.M.I.MECH.E., A.M.I.PROD.E., managing director, Lockyer & 
Partners Ltd; ‘Programming for audit programmes’, by Mr 
A. R. K. Hardcastle, F.c.A., director, Computer Analysts 
and Programmers Ltd; “The National Giro and its ad- 
vantages to auditors’, by Mr J. W. Grady, director, 
National Giro System. 


The second group comprised: 


‘Auditing the adequacy of insurance cover’, by Mr 
E. J. G. Henry, F.C.1.B., A.C.I.I., managing director, 
Matthews, Wrightson & Co Ltd; ‘Modern techniques 
assisting auditors’, by Mr John Perfect, F.c.A., partner in 
Cooper Brothers & Co; ‘Manufacturing, planning produc- 
tion and inventory controls by computer’, by Mr J. V. 
Wilkinson, director, Simon Engineering Ltd; and ‘Com- 
puters and the future’, by Professor Stanley Gill, M.A., 
PH.D., President, The British Computer Society. 


Banquet 


At the conference banquet on Thursday evening the guests 
of honour were the Lord Mayor and Lady Mayoress of 
Westminster. The guests also included Mr Harold Lever, 
M.P., Financial Secretary to the Treasury, Mr J. P. Landau, 
F.A.C.C.A., President, The Association of Certified and 
Corporate Accountants, and Mrs Landau, Mr Robert 
Glendinning, M.A., C.A., F.c.W.A., President, The Institute 
of Cost and Works Accountants, and Mrs Glendinning; 
The Lord Fiske of Brent, C.B.E., D.L., and other conference 
speakers and their ladies, Mr Arthur E. Webb, Editor of 
The Accountant, and Mrs Webb. 


The toast of the Institute of Internal Auditors was 
proposed by the Lord Mayor and Mr O. Ruff Crow, 
Immediate Past International President replied. Mr 
Dudley Taylor proposed the toast of the guests and ladies, 
on whose behalf Mr Landau responded. 





Before the conference banquet /eft to right: Mr S. S. Ross, conference chairman; Mr W. Berch Pitts, International President; Councillor 
C. A. Prendergast, Lord Mayor of Westminster; Mr O. Ruff Crow, Past International President; Mr J. O. Davies, F.C.A., F.C.W.A, 
Director-at-Large of the Institute; Mrs Prendergast, Lady Mayoress of Westminster; Mr R. H. Pitchford, A.A.C.C.A., Regional Director 
of the Institute, and Mr P. C. Elliott, F.C.A., President, London Chapter. 
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Wealth Tax 


Mr Gwitym Roperts asked the 
Chancellor of the Exchequer what 
estimates he has made of the annual 
yields from wealth taxes directed at 
wealth in excess of £20,000; if he will 
now introduce an autumn budget to 
tax wealth; and if he will now make a 
statement on the Government’s plans 
regarding a tax on wealth. 

THE CHIEF SECRETARY TO THE 
TREASURY (Mr Diamonp): A 1 per 
cent tax on wealth in excess of £20,000 
owned by individuals would yield 
about {£180 million, although because 
of the varying demand effects it 
certainly cannot be assumed that this 
would enable other taxes to be re- 
duced by an equivalent amount. My 
right hon. friend has no plans for an 
autumn budget. I have no statement 
to make about future plans. 

Mr Roserts: Is my right hon. 
friend aware that millions of people 
who work for their living and pay 
taxes are very disappointed at the lack 
of urgency expressed by the Treasury 
in this matter? Does he not realize that 
the introduction of a redistributive 
wealth tax this autumn would have a 
material effect on the climate of opinion 
behind the prices and incomes policy? 

Mr Diamonp: I have listened care- 
fully to what my hon. friend has said, 
but I have no further statement to 
make. 

Mr Jonn Har: Can the right hon. 
gentleman tell the House whether the 
Inland Revenue is in any position to 
accept the burden of imposing another 
tax? Has it sufficient staff? 
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Mr D1amonp: It is well known that 
a wealth tax does create problems of 
valuation. 

Hansard, October 15th, 1968. Oral 


answers, col. 173. 


Corporation Tax 

Mr KersHaw asked the Chancellor of 
the Exchequer whether he is aware that 
many bodies devoted to charitable pur- 
poses but which are not registered as 
charities or not subcommittees of local 
authorities are being assessed for cor- 
poration tax on the moneys they raised 
for charitable purposes; whether he is 
satisfied with the operation of this tax 
in this respect; and whether he will 
make a statement. 

Mr HarorD Lever: The fact that a 
body raises funds for charitable pur- 
poses does not entitle it to exemption 
from corporation tax; and exemption 
from corporation tax of the trading 
profits of a charity is due only if (a) the 
trade is exercised in the course of 
carrying out a primary purpose of the 
charity, or (b) the work in connection 
with the trade is mainly carried on by 
beneficiaries of the charity. 

If the hon. member has a particular 
case in mind and will let me have 
details about it, I will have it looked 
into and will write to him. 

Hansard, October 21st, 1968. Writ- 


ten answers, col. 233. 


Dividend Increases 
Mr ARTHUR Lewis asked the Chan- 
cellor of the Exchequer whether he will 
further define the criteria by which 
companies may pay dividends in excess 
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of the Government’s norm; and how 
he decides what is a binding dividend 
commitment entered into before 
March roth, 1968. 

Mr Dramonp: Permissible dividend 
increases are governed by the con- 
siderations set out in Cmnd 3590. In 
addition, companies have been 
allowed, after examination by the 
Treasury, to honour binding commit- 
ments entered into before the Budget, 
to remunerate additional share capital 
which has been genuinely subscribed 
for, and to increase dividends as a 
defensive measure against unwelcome 
takeover bids. 

When considering pre-budget com- 
mitments, the Treasury require docu- 
mentary evidence showing that before 
March 19th, 1968, a company had 
specified a future dividend in con- 
nection with’ additional share capital 
issued for cash or other real value. 

Hansard, October 21st, 1968. Writ- 
ten answers, col. 234. 


Selective Employment Tax 

Mr Costa asked the Secretary of 
State for Employment and Producti- 
vity how many cases of selective em- 
ployment tax have so far been heard by 
tribunals under the procedure laid 
down in section 7 of the Selective 
Employment Payments Act 1966; and 
how many such cases have been 
referred to the Courts. 

Mr HATTERSLEY: By September 
30th, 1968, 1,094 cases under the 
Selective Employment Payments Act, 
1966 had been heard by industrial 
tribunals. Of these, 47 had been taken 
on appeal to the Courts. 

Hansard, October 21st, 1968. Oral 
answers, col. 869. 


Investment Grants 


Mr BUCHANAN asked the President of 
the Board of Trade whether he still 
intends to end the temporary increase in 
investment grants at the end of the year. 
Mr CROSLAND: Yes. As I made clear 
on July 22nd, 1968, the rates of invest- 
ment grant will revert to 40 per cent — 
20 per cent on January Ist, 1969. 
Hansard, October 23rd, 1968. Writ- 


ten answers, col. 293. 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND 
AND WALES 
Notification of Examination Results 


Subject to unforeseen circumstances, a 
list of candidates successful at the 
September 1968 intermediate examina- 
tion will be displayed at the temporary 
offices of the Institute, 56-66 Goswell 
Road, London EC1, on ‘Tuesday, 
November "ob, The list will be 
published in The Accountant dated 
November 23rd. 

In addition, each candidate may 
expect to receive, at the earliest on 
Monday, November 18th, a notice 
stating whether he has passed or failed, 
together with details including any 
prize awarded or, if unsuccessful, par- 
ticulars of his performance in indi- 
vidual papers. 

The Institute cannot give informa- 
tion of results by telephone or telegram 
and cannot entertain inquiries as to 
whether results are available. 


PROFESSIONAL NOTICES 


Messrs Bowyer, Burwoop & Co, 
Chartered Accountants, of 11 Good- 
wins Court, St Martins Lane, London 
WCa2, announce that as from Novem- 
ber 1st, 1968, they have merged their 
practice with that of Messrs FRASER, 
Norton & Co, of 29-31 Regent Street, 
London SW1, the combined practices 
being carried on in the name of Fraser, 
Norton & Co, in which firm Mr S. J. 
BOWYER, F.C.A., will be retained as a 
consultant. 
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MESSRS DELOITTE, PLENDER, 
GRIFFITHS & Co and DELOITTE, 
PLENDER, HASKINS A SELLS announce 
that on October 1st, 1968, Mr A. R. 
Murray was admitted into partnership 
in their Italian firms. 


Messrs Fraser, Norton & Co, of 
29-31 Regent Street, London SW1, 
announce that the practice of Mr S. J. 
BowYER, F.C.A., carried on in the style 
of Bowyer, BuRwoop & Co, Chartered 
Accountants, from 11 Goodwins 
Court, St Martins Lane, London 
WCz2, has been merged with theirs as 
from November 1st, 1968. Mr BOWYER 
willremainasa consultant with the firm. 


Messrs HALDANE, Brown & Co, 
Chartered Accountants, of 24 St 
Andrew Square, Edinburgh 2 and 
vo Cannon Street, London EC4, 
announce that Mr James MARTIN 
HALDANE, B.A., C.A., has been assumed 
a partner. 


Messrs P. & J. Kevan, of Arndale 
Chambers, Exchange Street, Bolton, 
and Horrocks & HANSCOMB, of A 
Mawdsley Street, Bolton, announce 
that they have merged their practices 
as from October rst, 1968. Mr ELLIS 
CHADWICK, F.C.A., of Horrocks & 
Hanscoms, has been admitted to the 
P. & J. Kevan partnership. The joint 
practice will be carried on from both 
the above addresses under the style 
P. & J. Kevan, Chartered Accountants, 
incorporating Horrocks & HANSCOMB. 


Messrs LARKING, LARKING & 
WHITING announce that on September 
30th, 1968, after 40 years as partners, 
Mr RoLanpD C. LARKING, F.C.A., and 
Mr C. GORDON LARKING, C.B.E., 
F.C.A., retired from the firm. The 
practice is being continued by the 
remaining partners under the style 
or firm name of WHITING & PARTNERS, 
at Bury St Edmund’s, Chatteris, Ely, 
King’s Lynn, March, Mildenhall, 
Ramsey, Wisbech and elsewhere. 


Messrs R. H. Marcu Son & 
Company, Chartered Accountants, 
announce the admission into their 
partnership of Mr D. S. JENKINS, 
A.C.A., in their London office, and of 
Mr J. W. Baker, A.C.A., in their 
Dartford office. 
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APPOINTMENTS 


Sir Tom Hood, K.B.E., C.B., T.D., 
D.L., F.C.A., and Mr Gerald Whitmarsh, 
M.A., F.C.A., have been appointed 
directors of a new local board of Hill, 
Samuel & Co Ltd for the West of 
England. 

Mr M. MacPhail, c.a., has been 
appointed managing director of Regis 
Property Holdings Ltd. 

Mr T. M. McMullen, A.C.A., has 
been appointed financial controller of 
Greenwood & Batley Ltd. 





Mr J. M. Pickard 


Mr T. M. McMullen 


Mr J. M. Pickard, F.c.a., who 
became managing director of Trust 
Houses Ltd at the beginning of July, 
has been appointed to the board and 
has taken over the chairmanship of 
Gardner Merchant Ltd, a subsidiary of 
Trust Houses. 


Mr G. D. Paris, F.c.a., formerly 
group chief accountant of Tarmac Ltd, 
has been appointed group financial 
controller of the company. He is 
succeeded as group chief accountant by 
Mr H B. Morris, F.c.a., and Mr 
B. E. J. Smith, A.C.A. has been 
appointed group accountant (finance). 


Mr A. J. Lyons Tutty, F.c.a., has 
been appointed financial adviser and 
co-ordinator to the Caribbean Execu- 
tive Committee of the Booker Printing 
Group of Companies. 


THE INSTITUTE OF COST AND 
WORKS ACCOUNTANTS 


President’s Luncheon 
The President of The Institute of 


Cost and Works Accountants Mr 
Robert Glendinning, M.A., C.A., 


F.c.W.A., gave a luncheon party on 
October 31st, at the offices of the 









JONES LANG 


TON 


Chartered Surveyors 





City Office 


The Companies Act 1967, Section 16 


VALUERS OF 
PROPERTY ASSETS 


16/17 King Street, London EC2 
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Institute, 63 Portland Place, London 
Wt. Those present were: Sir Anthony 
Elkins, chairman, British Match Cor- 
poration Ltd; Mr C. A. Herring, 
B.SC.(ECON.), F.C.W.A., J.DIP.M.A., finan- 
cial director, British European Air- 
ways; Mr A. W. Howitt, M.A., F.C.A., 
F.C.W.A., J.DIP.M.A., Peat, Marwick, 
Mitchell & Co; Sir Arnold Lindley, 
chairman, Engineering Industry 
Training Board; Mr H. R. Moore, 
chairman, Associated Engineering 
Ltd; Mr A Morrison, F.c.w.a., 
executive director, Highways & Trans- 
port Department, Greater London 
Council; Sir Antony Part, K.C.B., 
M.B.E., Permanent Secretary, Board of 
Trade; Mr Peter Randolph, C.B.E., 
chairman, Wilkinson Sword Ltd; Sir 
Peter Runge, joint vice-chairman, Tate 
& Lyle Ltd; Mr C. E. Sutton, F.c.a., 
F.C.W.A., J.DIP.M.A., director, Metal 
Box Co Ltd, and Mr M. H. Walters, 
C.B.E., Secretary of the Institute. 


PROPOSED INTEGRATION 
SCHEME 


Next Week’s Meetings 
The following local discussion meet- 
ings of members of the various ac- 
countancy bodies have been arranged 
for next week. Members must produce 
their copies of the scheme to gain 
admission. 
The Institute of Chartered 
Accountants in England and Wales 
Monday : 
Leicester, Top Rank, Leicester, 4 p.m. 
Tuesday: 
Norwich, Banquet Room, Royal Hotel, 
7.30 p.m. 
Oxford, Royal Oxford Hotel, 7 p.m. 
Wednesday: 
Bristol, Council House, Conference 
Hall, 5 p.m. 
Darlington, King’s Head Hotel, 6.15 
p.m. 
Thursday: 
Chelmsford, Saracen’s Head, High 
Street, 7.15 for 7.45 p.m. 
Hastings, Queen’s Hotel, 5.30 p.m. 
The Institute of Chartered 
Accountants of Scotland 
Thursday: 
Manchester, Midland Hotel, 5 p.m. 


FOR C.A. 
EXAM 
PASSES 
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The Institute of Cost and 
Works Accountants 
Tuesday: 
Newcastle, 
6.30 p.m. 
Wednesday : 
Dundee, Angus Hotel, Nethergate, 
6.30 p.m. 

Thursday: 

Glasgow, St Enoch Hotel, St Enoch 
Square, 6.30 p.m. 


Royal Stadium Hotel, 


MANAGEMENT DISCUSSION 
GROUP 


The Management Discussion Group 
of the London and District Society of 
Chartered Accountants will meet at 
6.30 p.m. on Monday next, November 
11th, at the National Liberal Club, 
Whitehall Place, London SW (room 
reserved in the name of Mr Stanley 
Dent), when Mr M. Josephs, M.A., 
M.B.C.S., will open a discussion on 
‘Computers, do they cost more money 
than they save?’ 

The membership subscription is ros 
per annum covering all the remaining 
meetings, and is collected on the 
first attendance. 


THE INSTITUTE OF INTERNAL 
AUDITORS 


Birmingham Chapter 


A one-day seminar for audit assistants 
is to be held by the Birmingham 
Chapter of The Institute of Internal 
Auditors on Tuesday next, November 
12th, at the offices of the West Mid- 
lands Gas Board, Wharf Lane, Soli- 
hull. 

Intended as a useful adjunct in the 
training of the staff of audit managers, 
it does not preclude others who may be 
interested in attending. Subjects and 
speakers will include: ‘Material con- 
trol units’, by Mr R. Chamberlain, 
regional inventory audit manager, The 
Plessey Co Ltd, Liverpool, and ‘Inves- 
tigation of contract accounts,’ by Mr 
E. P. Wilson, F.A.C.C.A., F.R.ECON.S., 
assistant/director of finance, West 
Midlands Gas Board. 

The fee for the seminar is £1 11s 6d 
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including refreshments and those wish- 
ing to attend should apply to Mr A. W. 
Robinson, assistant audit manager, 
Dunlop Co Ltd, Fort Dunlop, Erding- 
ton, Birmingham. 


ACCOUNTANTS’ EDUCATION 
CONFERENCE 


A conference on ‘Accountants’ educa- 
tion — the requirements of industry’, 
was held in London last week-end by 
The Association of Lecturers in 
Accountancy. Those present included 
senior executives, accountants in in- 
dustry, training officers and members. 
of the teaching profession. 


Among the speakers were Mr W. E. 
Allen, F.C.A., deputy chief accountant,. 
Dyestuffs Division, Imperial Chemical 
Industries Ltd; Mr W. D. Ashcroft, 
F.C.A., A.C.W.A., finance director, Colt 
Ventilation and Heating Ltd; and Mr 
D. R.. Peters, J.P., BA. DIP.ED., 
M.B.I.M., F.R.G.S., Vice-Principal, 
Slough College of Technology. 


In addition to the papers presented 
time was provided for syndicate 
discussion. 


JOINT STUDENTS’ MEETING 
IN LONDON 


Professor H. C. Edey, B.COM., F.C.A., 
of the London School of Economics, 
will speak on the subject of ‘Decision- 
making: the considerations leading to 
policy decisions’ at a joint meeting of 
the London Students’ Society of The 
Institute of Municipal Treasurers and 
Accountants and the Chartered Ac- 
countant Students’ Society of London 
at 6.30 p.m. on ‘Thursday next, 
November 14th, in the York Hall, 
Caxton Hall, Westminster. The chair 
will be taken by Mr G. R. Appleyard, 
F.C.A., President of the Chartered Ac- 
countant Students’ Society of London, 
who will be supported by Mr T. W. 
Sowerby, F.I.M.T.A., F.C.A., F.R.V.A., 
D.P.A., President, London Students’ 
Society of the IMTA. There is no 
admission charge and the meeting wiil 
be preceded by tea. 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 40 years 
of postal tuition experience and over 155,000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
Appreciation, Costing, G.C.E., Insurance, Law, Local Government, Secretaryship, etc. 


Free 100-page book (without obligation) on application to Careers Adviser 
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Towards Simpler Taxes 
T complexities of modern fiscal legislation are legion. 

Current rates of taxation have contributed to this situation ; as 
they have risen, so taxpayers have sought relief in avoidance, and 
for some three decades now “hardly a Finance Bill has not had its 


cuota of anti-avoidance provisions. To these have recently been 
added a complicated capital gains tax and restrictive close company 


provisions in the corporation tax, not to mention SET and the 


betterment levy. 

In these circumstances the enthusiastic support given to the 
appeal last February from the President of the English Institute 
to the ‘Chancellor of the Exchequer for a simpler tax system was 


-. only to be expected. The resulting’ exchange of letters (The 


Accountant, May 11th) prompted the Chancellor to write that 
‘fundamentally, what we need aze detailed suggestions in specific 
Selds of tax law’. The Accountants Joint Parliamentary Com- 


‘mittee, representative of the English, Scottish and Irish Institutes 


and The Association of Certified and Corporate Accountants, has 
now given the Chancellor what he asked for. Their memorandum 
containing specific proposals is reproduced in this issue. ` 

It urges the simplification of the Capital Allowances Act, with 
its 100 sections and 12 schedules, commenting that ‘a philosophy 
of capital allowances which demands a statute of such length and 
complexity is ripe for change’. Likewise, the elimination of Case 
VII is due now that an effective capital gains tax has been adopted, 
just ae some of the provisions under Cases VI and VIII have now 


. been made superfluous by virtue of the 1965 tax. 


No Practising accountant struggling with the close company 
provisions can fail.to support the pleas for revising the old defini- 
tion of the surtax company; for abandoning the artificial limits on 
directors’ remuneration, the concept of shortfall and the appor- 
tionment of disallowed items under section 78 (2). All, too, will 
applaud the request for a review of the now notorious anti- 
avoidance provisions in the 1960 Act, in particular section 28. 

The three main canons of taxation — equity, certainty and 
intelligibility — have, it is stated, often been lost sight of, since 
‘principles have been clouded by an almost obsessive desire to 
counter avoidance devices’. It would be unrealistic to suppose, 
notes the memorandum, that a taxation system in a complex 
society can be simple. But the present code is ‘capable of con- 
siderable administrative improvement’. 

It-is now up to the Chancellor to. demont that he is as 
anxious to break the current fiscal log-jam as those who are 
responsible for trying to keep the stream of tax work flowing. 
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Clients’ 
Unlawful Acts 


A noted in the proceedings of the Council of The 
Institute of Chartered Accountants in England 
and Wales reported in our issue of October 12th last, 
the Council has approved a revised statement on 
‘Unlawful Acts or Defaults by Clients of Members’. 
It is to be circulated shortly as Miscellaneous Technical 
Statement D. 3 of the Members’ Handbook, the previous 
statement 5.5 of 1957 (The Accountant, October 12th, 
1957), having been overtaken in several important 
respects by subsequent legislation. 

In addition to specific provisions of such statutes as 
the Income Tax Management Act 1964, the Industrial 
Development Act 1966, the Companies Act 1967 and 
the Theft Act 1968, the new statement takes into ac- 
count the abolition (under the Criminal Law Act 1967) 
of the distinction between felonies and misdemeanours. 
Thus the offences of misprision of felony and being 
accessory after the fact have also disappeared, and it is 
only in cases of treason that the accountant is under a 
positive duty to inform against his client. 

By the same Act, a new category of ‘arrestable 
offences’ (broadly definable as any statutory offence 
punishable with five years’ imprisonment on first 
conviction) is created; and it is a crime to impede the 
apprehension or prosecution of a person charged with 
such an offence, or to accept any consideration for the 
concealment of information material to such an offence. 
The Institute has been advised that some positive act 
of impedence would be required to constitute. an 
otfence: the refusal to answer questions from the police 
in regard to a client’s affairs would not of itself be 
sufficient. Likewise a reasonable fee for professional 
services is not a consideration for the concealment of 
information, although there is an obvious risk that a 
disproportionately large sum would be open to such an 
imputation. | 

The statement sets out various circumstances in 
which an accountant may be contractually free to 
break his general duty of professional confidence by 
disclosing information to third parties, without being 
thereby obliged to do so. We note with particular 
interest the following passage from paragraph 8: 

‘If, for example, the client having committed ... an 


arrestable offence, were to consult the member on the 
question whether he had any defence to the charge or 


what should be his proper course of action, a Court, 


would probably equate the member’s position with that of a 
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solicitor and hold that the information was not dis- 

closable.’ ) 

‘The italics are ours. With all respect to the learned 
advisers of the Institute, there appears to be in this a 
departure from precedent which’ may attract -the 
attention of other professions also. A solicitor, it should 
be noted, is an officer of the High Court of Justice; 
an accountant (per se) is not and in judicial proceedings 
the Courts have hitherto shown some reluctance to 
allow ‘professional privilege’ other than to solicitors 
and counsel. It is also a statutory offence to impersonate 
or tọ purport to act as a solicitor. | 

Cne category of unlawful acts or defaults which the 
protessional accountant may particularly expect to 
encounter concerns relations with the Inland Revenue, 
anc the new statement examines this in considerable 
detail, devoting no less than thirty paragraphs to it. 
Amongst the new material under this heading, it will 
be roted that the charge most commonly brought by 
the Inland Revenue in criminal proceedings, that of 
‘defrauding the public revenue’, is not an arrestable 
offence. The importance of prompt disclosure in cases 
of innocent error is emphasized in view of section 47 (3) 
of the Finance Act 1960, under which errors may be 
rege-ded for purposes of penalty as negligent unless 
remedied without unreasonable delay. 

Section 12 (5) of the Income Tax Management Act . 
1964 empowers the General or Special Commissioners 
to summon any person to be examined as provided by 
section 59 of the Income Tax Act 1952. An accountant 
is, however, ‘a person confidentially employed in the 
affairs of the appellant’ and therefore, although he 
could incur a penalty if he failed to appear to the sum- 
mons, he incurs no liability under this section if he 
refuses to be sworn or to answer questions. There is 
also a timely reminder that requests from the Inland 
Revenue for details of transactions between the client 
and third parties are nct competent in the absence of 
specific statutory authority. 

Tke Board of Trade is empowered, under section 
8 (2) of the Industrial Development Act 1966, to require 
the production of such books and other records as may 
be scecified for the purpose of determining whether 
any conditions on which an investment grant was made 
have been complied with. An accountant who sub- 
sequently discovers that an application for grant upon 
which he has reported is false in any material par- 
ticular, is advised immediately to inform both the 
client and the Board of Trade. 

The importance of the Hedley Byrne decision to an 
accountant who is aware that accounts upon which he 
has reported may be acted upon by a third party, 
has a_ready justified its separate treatment in section 
S.8 of the Members’ Handbook. The new statement 
emphasizes the risk of civil and (possibly) criminal 
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liability in allowing a third party to continue to rely 
upon accounts subsequently found to be false — a 
particular application of this in the case of quoted 
companies being the Quotations Department of the 
Stock Exchange. Here again, it is desirable to seek 
lezal advice as to the extent of the accountant’s duty 
and the form of any communication. 

An auditor is one of the persons who may be aka 
to assist inspectors appointed. to investigate the aifairs 
of a company under the Companies Acts 1948 (section 
167) and 1967 (section 39). Further, the powers given 
to the Board of Trade by section 109 of the latter Act 
are extensive and may be sufficiently wide to compel 
the auditor to produce and explain his working pepers 
to ofticers of the Board. In such a case the statutory 
provisions ‘would override the auditor’s duty of con- 
fidence to his client. 
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The principal offences which may be encountered by 
an accountant in the course of his professional duties 
are listed in an appendix to the present statement. The 
bulk of the new material here consists of references to 
the Theft Act 1968:(which was noticed under ‘Current 
Affairs’ in The Accountant of September 7th). The 
definition of ‘theft’ embraces any dishonest assumption 
of the rights of the true owner and extends to the dis- 
honest appropriation of choses in action and intangible 
property; this is much wider than the definition of 
‘larceny’ under earlier legislation, which. included the 
physical asportation (‘taking and carrying away’) of 
property as an essential ingredient. Other offences 
referred to are those of forgery, arson, the payment and 
receipt of bribes and breaches of the Official Secrets 
Acts 1911-1939, these all being, in most of their E 
arrestable offences. 
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The Special 
Charge — IX 


THE Revenue can be required to give a certificate 
showing the amount of the special charge on an imdi- 
vidual attributable to a UK trust and (if less) the 
amount recoverable from the person enswerable for 
the trust. The Revenue can be required to give these 
certificates both to the person originally chargeable and 
to the person answerable for. the trust. 

Application for such certificate may be made by 
both these persons but they must satisfy certain 
requirements. The person originally chargeable must: 

(i. show to the Revenue’s satisfaction the amount 
of the individual’s investment income arising 
under the trust (either in the ordinary sense, or 
where it ‘derives from’ a second or third trust); 

(ii) have paid either: 

(a) the whole of the special charge; or 
(b) the special charge not attributable to the 
trust together with an additional amount; 

(iii) make the application within six months after 

the payment or (if later) after the making of the 


assessment. 


In the case of an application by the person answerable 
for the trust, he must also satisfy the Revere as to the 


amount of the individual’s income arising from the 
trust and his time limit is one month after receipt of a 
paragraph 3 notice (recovery by the person originally 
chargeable) or of a paragraph 6 (3) notice (notice 
received by a second trust from a first trust). 

Seeing that an Act of Parliament lays upon trustees, 
as such, the obligation to pay taxes, it seems clear that 
payment by them cannot be a breach of trust for which 
they would be answerable out of their own pockets. 
However, the collection of tax from them will obviously 
proceed’more:smoothly if the same Act gives them 
express power to make the payments. This is provided 
by paragraph 8. It is not confined in terms to UK trusts 
but, in practice, only UK trusts are concerned. Para- 
graph 8 (1) directs that the powers of a trustee include 
certain specific powers expressly for the following 
purposes: 


(i) Paying the special charges; 
(ii) Paying interest on the special charge; 
(111) Making payment in advance of assessment in or 
towards a special charge; and 
(iv) Discharging any liability arising under para- 
graphs 2~7 inclusive of Schedule re, 


These powers are: to apply or direct the application of 
capital money, and to raise money by mortgage, for the 
above purposes. 

Thus the trustees will be fully covered as against the 
beneficiaries for any payments which they make in 
satisfaction of the trustees’ liability to special charge. 
But how is this burden to be borne among the various 
beneficiaries? This question is answered, if one can call 
it an answer, by paragraph 8 (2), which imports the law 
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relating to'the:ultimate incidence of ‘estate duty. ‘This 
law is to apply 'to:any.amount falling to be paid under 
paragraphs -2—7 in’ respect of income derived from 
property subject-to the trust: The law is to be ES 
on the following three assumptions: 


(a) The amount was estate any. charged | on that 
‘property; | 


__ (6) Estate duty was so charged on the cesser T of a life 


interest in the property, occurring at the end of 
the year 1967-68, being an interest not subject 
to any interest in the property in fact existing 
under the trust; and | 

.(c) That amount was charged ae op property not 
passing to the executor as such. 


There then follows a proviso that as betw een 1 any an- 


nuity (other than one by reason of which the special 


charge or any part of it fell to be paid) and other 
interests, the special charge shall be borne by the other 
interests in exoneration of the annuity. Where the 
income derived from the property was a ‘share’ only of 
income from the property (whether or not subject to 
other interests) then paragraph 8 applies as if the 


income so- derived, had been derived from a corre- 


sponding share of the property (paragraph 8 (oi. 

The provisions in paragraph 8 (2), (2), regarding 
ultimate incidence are practically word for word the 
same as the corresponding provisions for special 


contributions in the Finance Act 1948, section 57 (2),- 


(3). This does not mean that the practical application 
of those provisions has proved to be easy; quite. the 
contrary. The explanatory’ notes published twenty. 


years ago by the. Inland ‘Revenue: about the special 


contribution set out five examples of the way in which 
the Inland Revenue considered that the rules as to 
incidence would operate. These examples were put 
forward subject to the following qualifications: 


‘The question, how the burden of contributions 
(or interest on contributions — see note 28) is to fall 
in any particular case is one betweer the parties 
concerned and not one in which the Inland Revenue 
is directly interested or on which it can make any 
binding pronouncement.’ | 


The explanatory notes published this year to explain the 
special charge are considerably less forthcoming and 
the subject of incidence is DS? of in one laconic 
sentence as follows: 


‘Since the Inland Revenue is not directly con- 
. cerned with incidence, the surtax office cannot give 
rulings in particular cases.’ 


Again, whereas the 1948 explanatory notes referred 
the reader to a specific’section in the Estate Duty Acts 
and to four authorities on the question of incidence, 
the 1968 explanatory notes are silent on these matters. 
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It will be necessary therefore to'work out the incidence 
without the assistance of the Inland Revenue. 

The first question is what exactly is meant in à para- 
graph 8 (2) by the expression : i 


“Any amount falling to be paid under the egene 
Drovisions of this Schedule in respect of income 
derived from property subject to the trust’. | 


For this purpose, does one add up all the sums borne 
by the trust in respect of various beneficiaries entitled 
to income and treat the aggregate as the ‘amount’? The 
answer seems to be, no. The word ‘amount’ in para- 
graph 8 (2) picks up.the various references in para- 
graphs 2-6 inclusive to individual amounts. One must 
make a separate computation of incidence for each 


_ individual ‘amount’ under paragraphs 2-6. 


What does paragraph 8 (2) mean by ‘property subject 
to the trust’? One must bear in mind paragraph 13 (3) 
which reads: 


‘(3) Where any property or fund is held as to 
different parts thereof on different trusts, this 
Schedule shall apply separately to, each part.’ 

If a property was held upon trust as to one-half thereof 
fcz A for life and subject thereto for beneficiaries B, 
C and D, and as to the other half thereof for X for life 
and subject thereto for Y and Z, then plainly the two 
halves of the property are held on different trusts. If 
A’s income is large enough to involve him in special 
charge liability, and he recovers an amount in respect 
of that special charge from the trustees, plainly it is 
the ‘A’ half of. the property which has to bear that 
charge, so that the only sufferers will be A, B, C and D. 

There can be no question of X, Y and Z bearing any 
charge levied on A. For these purposes, the two halves 
oi the property are held on separate trusts. 

. Assume now that property is held upon trust to pay 
an annuity of £2,000 to A, together with one-half of the 
bzlance of the income, and the other half of the balance 
of the income to B, with remainder to C. Notwith-. 
standing that both A and B may recover amounts of 
special chazge from the trustees, there is only one trust 
ard all the beneficiaries will suffer in respect of both 
amounts of special charge, which the trustees are 
ertitled to pay out of the capital of the fund. 

Assumptions (a) and (c) in paragraph 8 (2) can be 
ccalesced into the single assumption that the ‘amount’ 
was estate duty charged on the property subject to the 
trust which was not property passing to the executor as 
sich. Estate duty on property which passes to the 
executor as such is a testamentary expense which falls 
tc be paid before the residue can be ascertained. The 
estate duty on property not passing to the‘executor as 
such is a charge on that property. 


To be continued.) 
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Current 
Affairs 







Institute’s New Council Members 


R L. H. CLARK, Sea, Mr W. G. Medlam, 

F.C.A., and Mr R. P. Tovey, F.C.A., were elected 
to the Council of The Institute of Chartered Ac- 
countants in England and Wales at a meeting of the 
Council held on Wednesday of last week and referred 
to on other pages of this issue. 

Mr Clark, who is senior partner in the firm of 
Harmood Banner & Co, of London, was co-opted to 
the Council in June last year, as announced in The 
Accountant of June 17th, 1967. 

A member of the Institute’s Technical Advisory 
Committee since 1957 and its chairman from 1966 to 
1967, Mr Clark has also served as chairman of the 
Taxation Subcommittee from 1963 to 1965 and as a 
member of the Technical Committee since 1965, being 
chairman from 1967. 

Mr Medlam, who is a partner in Pannell Fitzpatrick 
& Co, of London, was admitted to membership of the 
Institute in 1938. He served throughout the Second 
World War in the Royal Navy, rising to the rank of 
Lieutenant-Commander. 

In 1946 he became a partner in Fitzpatrick Graham 
& Co, as it then was, with just himself and his elder 
brother as London partners. He subsequently joined 
the firm’s Caribbean offices and later went into industry 
for five years as financial director in order to gain 
experience in industry. He 
rejoined his old firm in 
1954 and since then has 
taken a keen interest in 
the overseas development 
of the practice, particu- 
larly after its amalgamation 
with Pannell Crewdson A 
Hardy. 

Mr Medlam has always 
had the interests of the 
smaller go-ahead firm at 
heart and started totassist the 
Institute in its: policy of 
encouraging better profes- 





Mr L. H. Clark. 
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sional standards by giving evening and course lectures. 
He has been a co-opted member of the Courses Com- 
mittee since 1967 and of the Public Relations Com- 
mittee since 1966, and is also a member of a number 
of subcommittees and working parties. 

Mr ‘Tovey, who is director/finance and adminis- 
tration of The Steel Company of Wales Ltd, at Port 
Talbot, Glamorgan, was admitted to membership of 
the Institute in 1933 after passing the Final examination 
with honours. 

He entered the steel industry in the same year, and 
on the formation of The Steel Company of Wales in 
1947 was appointed chief accountant. In 1966 he 
became a member of the board in addition to the office 
of secretary which he had held since 1962. 

President of the South Wales and Monmouthshire 
Society of Chartered Accountants in 1967-68, Mr 
Tovey has served as a member of the Society’s Regional 
Technical Advisory Committee and from 1960 as a 
member of the Institute’s Decimal Currency Com- 
mittee. 


Resignation from the Council 


HE resignation from the Council of the Institute 

of Mr R. B. Leech, M.B.E., T.D., F.C.A., senior 
partner in Leech, Peirson, Evans & Co, of Coventry, 
was received with regret at the Council’s meeting. 

Elected to the Council in 1953, Mr Leech was a 
member of the Applications Committee from 1953 to 
1966 and was chairman of the Committee from 1964 to 
1966. He has also served as a member of the District 
Societies Committee; Internal Services Committee; 
Finance Committee, and the Library Committee. 

Mr Leech not only served in the First World War 
but had a distinguished record throughout the Second 
World War. He was at the evacuation of Dunkirk, and 
was with the Eighth Army in the Middle East from 
1941 to 1943 where he was mentioned in dispatches. 
He subsequently served in Italy in 1943-44 and was 
awarded the MBE.(Mil.), following the final 
assault on Mount Cassino. 

Mr Leech is the Institute’s representative on the 
Court of the University of Warwick and is also a 
Freeman of the City of Coventry. 
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Accountants’ Salaries in 1968 


N the basis of a sample survey which produced 

1,850 usable replies, Reed Executive Ltd have 
published the results of their 1968 salary survey among 
members of the main accountancy bodies and the 
Chartered Institute of Secretaries. The authors 
concede that there is probably some bias in the survey 
in so far as they indicate that their results are likely to be 
less representative of those outside the 25-40 age 
range; also the results may be biased since the sample 
contains a higher proportion of the more mobile mem- 
bers of the profession. 

With these qualifications in mind, the results can be 
more fairly assessed. They are certainly interesting and 
even striking. For example, between mid-1967 to mid- 
1968, notwithstanding the fact that the Government is 
urging an incomes freeze, the salaries for qualified 
accountants and secretaries appear to have risen 10 per 
cent on average and in certain groups, notes the report, 
rises of up to 25 per cent are reported. In particular, 
in the age group between 25 and 28, and over 36, some 
of the increases are as high as 28 per cent. The old 
target of £2,000 at 30, states the report, has long been 
superseded, and the experience from the survey suggests 
that the top 10 per cent are now reaching {£3,000 at this 
age and 25 per cent earn some £2,400 or more. 

The improvements are particularly striking for some 
of the younger accountants. The report notes that this 
year, while chartered accountants’ salaries tend to be 
higher than those paid to cost and works accountants at 
all ages, it seems the latter group in the age range 23-24 
have made marked strides and are now fractionally 
ahead of chartered accountants. The report suggests 
that this confirms the view that industrial experience 
gained by the young cost accountant is of greater use to 
industry in the earlier years than the professional 
experience of the young chartered accountant. 

The survey reveals that one in three respondents 
receive bonuses or a share of profits, but the main 
fringe benefits are clearly membership of pension 
schemes and life assurance. In addition, one in five 
respondents has a company car. 


Value Added Tax — Pros and Cons 


Fee the past two years a committee drawn from the 
Confederation of British Industry, the Trades 
Union Congress, and the National Economic Develop- 
ment Council has been studying the value added tax. 
Its conclusions have now been presented to the 
National Economic Development Council, but it 
seems evident from the resultant comments that no 
strong case for or against adoption of the tax has been 
made out. 

There are obvious advantages in that the substitution 
of indirect for direct taxation offers some prospect of 
stimulating efficiency by the provision of larger financial 
incentives. The tax would also favour capital intensive 
industries — an important consideration for the future 
industrial development of the United Kingdom. 
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Against the tax, the TUC representatives have 
stressed the regressiveness of further indirect taxation. 
This would no doubt be true as far as a simple switch 
from corporation tax to VAT is concerned, but clearly, 
since the present purchase tax and selective employ- 
ment tax are both passed on to the consumer, their 
substitution by VAT need not increase prices. 

Administrative considerations are important with 
any new tax. There is no doubt that the fact that pur- 
chase tax requires only 65,000 collection points, while 
VAT would require some two million, will weigh 
heavily with any Chancellor. ‘There would also be a 
need for additional staff. The figure of 5~7,000 extra 
civil servants is cited, costing about £16 million, quite 
apart from the collection costs borne by companies. 

According to the memorandum, a 24 per cent VAT 
would enable the SET to be eliminated. The present 
yield from purchase tax could be replaced by a further 
5 per cent VAT, although a slightly higher rate of 44 
per cent would be required on sweets and confectionery 
etc., and 74 per cent on consumer durables, including 
cars. 

Whatever the Government may decide, it is clear 
that there is two years’ preparatory work involved if 
this tax is to be adopted. Also, the one really important 
merit of the tax was not discussed: potentially it is a 
tremendous revenue-raiser, far in excess of any existing 
indirect tax. Given the present trend in public sector 
expenditure, it is therefore difficult to believe that its 
introduction can be long delayed. 


Silver Deal was a Trade 


R NORMAN WISDOM, the comedian, in 

March 1962 purchased £200,000 worth of silver 
bullion with borrowed money on which he was paying 
some II per cent interest. He did it as a hedge against 
devaluation. Silver bullion unexpectedly went up and 
Mr Wisdom sold his holding in 1963 at a profit of 
£48,000. Not unnaturally the Inland Revenue assessed 
him to tax on it, on the ground that there was an 
adventure in the nature of trade; he could not use the 
bullion (it was stored for him at a small charge) and it 
yielded no income. On appeal, the General Com- 
missioners upheld the assessment. Mr Wisdom 
appealed to the High Court on the ground that there 
was no evidence to support the Commissioners’ finding. 
This would seem to be a somewhat forlorn hope, which 
was perhaps why the Inland Revenue contented them- 
selves with instructing only two QC’s to argue the 
case on their behalf. Rather surprisingly, Mr Wisdom 
won his appeal. In setting out their decision, the 
General Commissioners had inter alia set out a finding 
for which, according to Mr Justice Goff, there was no 
evidence. He held that a purchase merely as a de- 
valuation hedge could not be trading. 

The Inland Revenue appealed to the Court of 
Appeal, this time instructing not only the Solicitor 
General but another QC, as well as two junior counsel; 
four counsel in all to argue a case which was of the 
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utmost simplicity. Not unnaturally the Court of 
Appeal held that even if the whole exercise was a 
hedge against devaluation, it was still an adventure in 
the nature of trade. The Court refused to give Mr 
Wisdom leave to appeal to the House of Lords. He may 
still epply to the appeals committee for that leave. If 
he obtains it, it will be of interest to see the size of 
the team which the Inland Revenue will then choose to 
appear for them. One of the unfair things about tax is 
that the Inland Revenue have a bottomless pit of 
taxpayers’ money to draw on and use to fight the 
taxpayers who have provided it. The taxpayer, on the 
other hand, has to find his litigation expenses out of his 
own depleted pocket. 


Project Assessment and Evaluation 


d moving spirit behind the development of a 
learning package dealing with the whole question 
of project assessment and evaluation is Imperial 
Chemical Industries. True, they had an interest in 
doing this but the business world is the richer for their 
work. 

The company’s management services department 
was dissatisfied with the speed at which discounted 
cash flow — which had been accepted as company 
policy in 1962 and which was being disseminated 
through their programme of training courses — was 
being put to use by management. In particular, they 
thought the use of film might help. By good fortune 
during the early part of 1968, Granville TV Studios, 
Methuen, the educational publishers, and a project 
director and developer, M. L. Broun, of S B Modules 
Ltd, came together to meet ICI’s needs. The result is a 
package distillation of the company’s knowledge of 


INSTITUTE WINS COPIER 
CHALLENGE CUP 


HE printing department of The 

Institute of Chartered Accountants in 
England and Wales won the A-M Copier 
Challenge Cup 1968 at their premises in 
Goswell Road on Thursday of last week, 
when they set a new record by obtaining 
1,440 Multilith offset copies from an 
ordinary A-M electrostatic document copy 
used 3s a master. 

Addressograph-Multigraph only guar- 
antee between 50 and 100 copies from 
each master, and when the Faculty of 
Technology Union at Manchester Uni- 
versity set a record of 750 copies they 
issued a challenge to anyone who thought 
they could beat this record 

The Challenge Cup, which wil! be 
awarded annually to the company which 
can prove it has beaten the previous 
existing record by the greatest margin, was 
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DCF sensitivity, sequential and risk analysis, carefully 
built around their own practical Metalthene case study. 

With ICI backing, S B Modules are now marketing 
the whole package which is designed to be run as a 
two-and-a-half-day seminar. It consists of three 
excellent 16 mm colour films (two of 30 minutes and 
one of 12 minutes duration), five programmed texts, 
the Metalthene case study and full notes for tutors and 
syndicate leaders. It is claimed that the material is 
sufficient to enable non-experts to mount the course 
but the firm are to run half-day courses for tutors 
besides some full two-and-a-half-day presentations. 
Then in January, Methuen are to publish the five 
programmed texts, augmented by a sixth, which they 
think are capable of being used quite separately from 
the films and other material, though clearly there will 
be some loss of impact. 

So here is a package — the first of many it is to be 
hoped — which can be used to give effective learning of 
project assessment techniques at little more than the 
cost of sending half-a-dozen people on a three-day 
seminar of unproven value. The whole package costs 
£500 outright or can be hired for £100. The books will 
be available separately at 5s each. 

There is only one possible criticism in that to ICI, 
projects can involve the spending of several millions 
of pounds a time, accordingly there has to be some 
slight task of scaling down and adjustment for many 
companies. This, however, is a small price to pay for a 
direct plug-in to ICI expertise. Perhaps the profes- 
sional institutes and their local societies will be early 
customers for the package, so that there may be an 
adequate supply of trained accountants to meet the 
need for project assessment staff generated by the 
ICI initiative. 
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Bank must return £209,719 


THE Rolls Razor affair continues to have reverbera- 
TI tions. House of Lords finality has now been reached 
in the dispute between Barclays Bank Ltd and Quistclose 
Investments Ltd, which arose out of events in 1964. ` 

Rolls Razor was in financial difficulties, being over- 
drawn at the bank by £484,000 against a permitted 
limit of £250,000. The bank had told Rolls Razor that 
it would cease to do business with them if the position 

did not improve. Quistclose lent £209,719 to Rolls 
Razor on condition that it was used to pay an ordinary 
dividend declared by Rolls Razor on July 2nd, 1964. 
The bank knew of that condition and the money was 
paid into a special account at the bank for that purpose. 

On August 27th, Rolls Razor went into voluntary 
liquidation before the dividend had been paid and in 
consequence the dividend had not been paid. Quistclose 
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sued the bank for the £209,719, arguing that the bank 
had held the money on trust for the purpose of enabling 
Rolls Razor to pay the dividend, that the trust had 
failed, and that accordingly the bank held the money 
on trust for Quistclose. Having had notice of that trust, 
the bank could not utilize the money by setting off 
against Rolls Razor’s debt to the bank. 

In the High Court, Plowman, J., dismissed the 
action on the ground that there was an ordinary rela- 
tionship of debtor and creditor, with no resulting trust 
to Quistclose. The Court of Appeal reversed that 
decision and the bank appealed to the House of Lords 
on the ground that the cases relied on by the Court 
of Appeal were not binding on the House and ought to 
be disapproved. The House of Lords has dismissed the 
bank’s appeal. 

Lord Wilberforce, according to The Times of Novem- 





This 1s My Life 
by An Industrious Accountant 


ç 


S board meetings went by, our ambitions for a new 
building gradually materialized and discussions 
with our architects coalesced into preliminary design 
suggestions. At this stage our maintenance engineer 
was appointed project manager, and his status, office, 
and superiority complex all enlarged correspondingly. 
It became difficult to maintain liaison with him. He 
was so busy with blue-prints and drawing-boards, with 
additional assistants shouting into the telephone and 
with coloured bar-charts of construction costs, as to 
have no time for mere accountants. It was only by dint 
of warning him that his unreachability had so jeopar- 
dized the finalizing of next year’s cash-flow that we 
were about to complain to the managing director, that 
we could ultimately arrange a joint meeting. 

Not that his staff were unduly interested as they 
gathered around the table. They had examined the 
various quotations, they indicated complacently, and 
would closely supervise the contractors, both per- 
formance-wise and cost-wise. That was all there was to 
it. Phased expenditure or tax liability estimates? 
Let the book-keepers fix that junk their own way for all 
anybody cared. 

Engineers just come to be like that; it’s an occupa- 
tional hazard. 

Questioned as to cost control or authorization of 
modifications, they were equally satisfied. Not to worry; 
that was routine; they knew the score. 

The crunch came when we asked the new PM about 
the demolition of the old shirt-factory store-house and 
flyover and the suggested temporary access road. What 
about allocation of the costs? Were they to come out 
of his contingency reserve? 


Like most successful project managers, he has suc- 
ceeded in obtaining a huge contingency reserve to 
cushion him against shocks. He replied rather stiffly 
that these items shouldn’t be capitalized at all; he 
expected them to be charged against current revenue. 

Provoked by a prompt but over-blunt negative 
from Costs, who guards our budgetary control system 
with the dedicated zeal of a shepherd dog protecting a 
lamb, the PM explained that no identifiable asset of 
value remained after demolition. As the cost wasn’t 
represented by a permanent structure, it was obvious 
it should promptly be written off. 

He just doesn’t understand, of course. The trouble is 
that he’s been sent on a couple of these high-falutin’ 
management courses that aim to explain financial 
mysteries to so-called non-financial executives. He’s 
gulped down all the lectures in an undigested lump and 
they’ve done him more harm than good. A little learning 
is a dangerous thing. 

We explained that he had, of course, a valid point. 
We appreciated his scientific approach and its pains- 
taking accuracy-orientation. (We’ve been on equally 
high-toned courses of personnel-working-relationships 
for financial executives !). Nevertheless, while there was 
no difficulty in spreading the costs over as many years 
as the board authorized (he got the point of this delicate 
little barb and became annoyed simultaneously), still 
these not unsubstantial excesses couldn’t be ignored 
when compiling his overall budget estimate. The 
estimate should surely tabulate in reasonable detail 
(a) new construction; (b) other charges to be written- 
off; and (c) the contingency reserve — for tax purposes, 
we added hastily, seeing the fire in the engineer’s eye. 

Just then Costs rocked the boat by producing a list 
of such extra charges as additional assistants, watch- 
men and lorries which he claimed should be capitalized. 
The engineer tried to snub him by designating them 
all as operational charges, and the meeting adjourned in 
a flurry of ill-tempered cross-talk for mature re- 
consideration. 
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ber 1st, said that he did not accept -the argument that 
this was a mere loan which excluded equity consicera- 
tions He was also satisfied: that thé bank had notice of 
the trust. As regards the merits, Fis lordship observed 
that the bank was quite aware that Rolls Razor hed to 
obtain the money, for the div:dend from outside 


sources, the bank itself having refused to furnish it. - 


Eire e Niini-Budget 
W Thursday last week, Mr John Lynch, the Irish 
Prime Minister, introduced in the Dail a supple- 
mentary Budget the severity and unexpectedness of 
whicn has shocked public opinion It was necessary, he 
said, to apply the brake to the nat.onal economy which 
was ‘gathering speed too quickly at present’. 

The new measures are designed to meet additional 
Gcvernment expenditure of about (rä million, of which 
some {9 million is wanted for public service pay 
increases and some £6 million for hew concessions to 
farmers. 


“The ʻold'reliables’ — tobacco beer d MET — 


contribute largely to the results; 2d a pint on beer and 
2d a-glass on spirits, notwithstanding that last April’s 

main Budget had already put tc on the pint and 6d 
on the glass of imported spirits (otker than of UK origin). 

Cigazettes go up by. 4d for 20 and pipe tobacco by 4d 
per cunce, although in April there was an extra 2d per 
pack=t for cigarettes. These new increases came into 
effec: immediately. 


beg 


The Finance Acts - 


ACCOUNTANT 


661 


. The wholesale tax bas been raised from: 5 per cent 
to 10 per cent as from-January rst, 1969. Letter post: 
goes up from 5d to 6d; minimum. telegram’ charges 
(inland) from 5s to 6s. ‘and from Ge to 7s for tele- 
grams to Northern Ireland and to the UK. Telephone 
rentals are up br £2 per year to {14 and £16 for 
private and business rentals, respectively. These 
increases also take effect from January Ist next. 

As a further check to consumer. spending there are 
further. restrictions on hire-purchase affecting . mini- 
mum deposits and maximum repayment periods. For 
private cars, motor-cycles, record players, radiograms 
and tape-recorders the minimum ‘deposit is now'25 per 
cent of the cash price, and the maximum repayment 
period is 30 months. 

As a counter-measuze to the recent disappointing 
intake of small savings, Post Office Savings Bank 
interest is being increased from 3} per cent to 4 per 
cent. The present limit of {£5,000 on deposit is 
abolished and the limic on amounts withdrawable on 
demand raised from {10 to £30. 

' While the ‘rate of economic growth had been satis- 
factory — 4 per cent in 1967 and probably nearly 5 per 
cert mm 1968 — and although industrial production, 
exports, and agriculture had shown improvements, 
‘there are clouds on the horizon’, said Mr Lynch, 
‘which cannot in prudence be. ignored’.. Imports had. 
risen by 22 per cent in the nine months from January 
to September and th2 balance of payments would 
probably show a negative swing: of £3 million í com- 
pared with last year: ` 


l 


Some Ee? for 
_ Early Improvements 


Accountancy Bodies’ Joint Submissions to the Chancellor 


Fodowing thé correspondence Se this year between the President of The 
Institute of Chartered Accountants in England and Wales and the Chancellor of the 
Exchequer oi a three-point. plan to simplify the UK tax system, the Accountants 
‘Joni Parliamentary. Committee, on behalf of the English, Scottish. and Irish 
institutes and The Association of Certified and Corporate Accountants, last week ` 
sert the following letter and memorandum to the Chancellor, putting forward 

specific suggestions for an immediate measure of improvement of the tax code 


Gegen Sth, Sg 
Dza- Chancellor,. 


Earlier this year my predecessor i in office exchanged corres- 
pendence with you, on behalf of the Ccuncil cf this Institute, 
akout the urgent need to overhaul and improve the intel- 
ligitility and working of the fiscal system. 

In response to the suggestion you then made that we 
should put forward specific proposals for imprcvement, we 
heve consulted with representatives of the Councils of the 


Institute of Chartered Accountants of Scotland, the 
Institute of Chartered Accountants in Ireland ‘and the 
Association of Certified and Corporate Accountants, and the 
allied accountancy bodiss set out in the attached memo- 
randum a‘number of suggestions which they believe could 
be implemented in the next Finance Bill and which would 
result in inmediate and valuable improvements. | a 


As will be seen from the’ memorandum, “the allied 
accountancy: bodies emphasize that the short-term changes 
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suggested, though useful, do not, and cannot be expected to, 
` provide long-term solutions to the problem posed by the 
present highly complex taxation code. To suggest funda- 
mental changes of the type required to put the fiscal code on 
a modern footing is a task which the accountancy bodies 
could not be expected to undertake alone, as permanent 
solutions demand the authority, skill and information that 
no less a body than a Select Committee can command. 
With these limitations in mind, the allied accountancy 
bodies submit the attached memorandum which they would 
be pleased to discuss with you or your advisers at a con- 
venient opportunity. Copies of the memorandum are being 
sent to the Chairman of the Board of Inland Revenue. 
Having regard to public interest in our proposals and the 
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concern felt by more than 60,coo members of the allied 
accountancy bodies, we propose to release the memo- 
randum for publication on November 15th, 1968. 

The allied accountancy bodies will shortly, and some 
months earlier than usual, submit to the Chairman of the 
Board of Irland Revenue their periodical memorandum 
drawing attention to various anomalies and practical 
difficulties which arise from a consideration of the existing 
fiscal legislation. 

Yours sincerely, 


5. DIXON, 
Chairman, 
Accountants Joint Parliamentary Committee. 


The Memorandum 


I! INTRODUCTION 


HE allied accountancy bodies confirm their support for 

the three fundamental points made to you by the Council 
of the English Institute earlier this year. These were, first, 
that the whole fiscal system should be reviewed and over- 
hauled by an authoritative, objective and independent 
body with power to obtain all the information and expert 
help it requires. We think that only a body such as a select 
committee would have the means, authority and constitu- 
tional status to carry through such a review successfully. 
Second, we think the texts of bills proposing major changes 
in administrative fiscal legislation should be published for 
general discussion well in advance of their debate in 
Parliament. Third, all major new proposals of a fiscal 
nature should be examined by a select committee, separately 
from their political aspects, from the standpoint of in- 
telligibility, working and administration. 


2. Our present proposals, though in some places they 
unavoidably touch on long-term proposals, have deliberately 
been limited to those which we believe could without 
difficulty be introduced in the 1969 Finance Bill for enact- 
ment in time for inclusion in the consolidation of the Acts 
relating to corporation tax, income tax and capital gains tax 
which we understand should be completed by 1970. It 
would be possible to suggest more far reaching and funda- 
mental changes, both of principle and of administration 
(for instance, regarding close companies and the whole 
approach to anti-avoidance provisions}, but it is contrary to 
the intentions of our proposals for studies in depth to 
suggest that these be undertaken in a matter of months. In 
short, the allied accountancy bodies have for the moment 
limited their suggestions to a number of simplifications 1 in 
the taxation system as it exists at present. 


3. It is appreciated that to plead the cause of simplicity 
as an end in itself and one to which all other characteristics 
of the taxation code should be subservient would be un- 
reasonable and indeed inequitable. Moreover, suggestions 
for improvement, if they are to be other than random, 
must have regard to principles, and our submissions are 
based on a number of premises which it is hoped may 
command a general acceptance. 


4. The allied accountancy bodies believe that the three 


main canons of taxation are equity, certainty and in- 
telligibility. It-seems to us that these have too often been - 
lost sight of in recent fiscal legislation. Principles have been 
clouded by an almost obsessive desire to counter avoidance 
devices. There has been a failure to strike the right balance. 
Equity must be balanced with simplicity and intelligibility. 
However, we accept that it is unrealistic to suppose that a 
taxation system in a complex society can be simple as the 
werd is generally understood. Nevertheless, we believe that 
the present code is capable of considerable administrative 
improvement and, moreover, that it can be simplified by 
steps which are not a mere dismantling or destruction of 
concepts and safeguards which have been built up over a 
long period. The code can also be made more certain so that 
the fiscal effects of normal and proper commercial and 
financial actions are both reasonable and foreseeable with 
certainty and without the need for great expertise in the 
field of tax. ~ 


5. These submissions therefore are based upon the follow- 
ing premises: 


(i) That the concept of statutory income and the 
traditional pattern of schedules and cases has 
become increasingly artificial. The notion of the 
‘source of income’ as the subject of taxation should be 
discarded in favour of taxing the person, whether 
natural or artificial, on the income (and, under 
present legislation, the realized capital gain) which 
that person receives. 


(ii) That, in principle, persons should pay tax on their 
income and capital gains computed on normal com- 
mercial and accounting principles and, though there 
must obviously be rules, the less divergence between 
Statutory assessments and income computed in 
accordance with normal accounting principles the 
better. 


(iii) That the recent divorce between the systems of 

corporate and personal taxation brings within reach 

_a number of potential simplifications which have not 

yet been carried through into legislation. The treat- 

ment of annual charges referred to in paragraphs 
10-13 below provides an example. 


(iv) That administrative savings redound to the benefit of 
the Revenue no less than to the taxpayer and his 
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advisers. Simplifications reduce work on both sides 
and free skilled personnel for constructive wozk of 
greater national importance. 


(v) That, in drafting taxation legislation, a point is 
reached where the securing of equity as betweer. tax- 
payers and the protection of the revenue must both 
yield to considerations of intelligibility and certainty. 
Where this point comes is a matter of opinion, but 
there appear to be areas in which the taxpayer (on 
whom, in the end, the effectiveness of anv tax 
system depends) should receive the benefit of the 
doubt if the alternative tends to a degree of ‘overkill’. 


(vi) That a greater degree of simplicity in the philosophy 
of the legislation will lead to a correspondingly 
greater simplicity in the law and hence in its ad- 
ministration. 


HU CORPORATION TAX AND INCOME TAX 
AS IT AFFECTS COMPANIES 


Simplification of capital allowances 


6. The Capital Allowances Act 1968 consists cf one 
hundred sections and twelve schedules. It is difficult to 
think that a philosophy of capital allowances whcse 2xpres- 
sion demands a statute of such length and camplexity is not 
capable of improvement. Without prejudice to special 
measures designed to encourage capital investmert, the 
allied accountancy bodies submit that the capital allawance 
provisions relating to amortization of cost should be re- 
viewed with the object of making their operation simpler and 
possibly bringing the allowances more closely into line 
with the amounts charged for depreciztion by business 
undertakings. 


The application of income tax cases and 
schedules to the corporation tax 


7. It is suggested that consideration should be geen to 
the relevance of the traditional schedules and cases to the 
corporation tax. Their continued application is thought 
unduly to segregate income and to prevent, for wholly 
artificial reasons, the setting off of profits and losses of a 
single accounting period. The allied acccuntancy bodies 
appreciate that the cases and schedules are buttressed by a 
code of case law and practice built up over many yzars and 
certainly would not wish to jettison it heedlessly. Eut it is 
submitted that, in the case of companies, <ll incom2 could 
appropriately be assessed in accordance with the rules of 
Schedule D, Case I. The precedent of profits tax may be 
cited in support of this suggestion. It is zlso submitted that 
realized capital losses should be capable of being set off 
against the corporation tax assessment for the same period: 
the differing treatment of revenue and capital profits and 
losses would appear to be unjustified if the premise in 
paragraph 5 (1) above is accepted. | 


The combination of income tax set-off 
procedure for distributions and annual 
payments 


8. (a) The carefully maintained distinction between 
distributions. and annual payments for purposes of setting 
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off income tax suffered ani recouped is productive of much 
administrative complication, not least in the documents by 
which the two running accounts between Revenue and 
company are controlled. There seems no logical reason why 
a company should not set off the income tax recouped from 
a distribution against that suffered on debentur2 interest 
received, nor conversely, why dividends received should 
not be capable of ‘franking’ debenture interest paid. Any 
balance on the combined account would, it is suggested, 
be either paid to the Revenue or repaid by it, according to 
whether tax recouped is in excess of tax suffered or whether 
the reverse applies. 


(b) It is suggested thet set-offs should be rezarded as 
taking place in terms of the relevant gross amoun:s and not 
in terms of tax, so as to avoid the present annual reckonings 
by reference to fiscal years. 


(eh The allied accountancy bodies here repeat a previous 
submission that quarterly accounting for income zax should 
be substituted for the present monthly arrangenrent. 


Simplification of close company legislation 


g. The close company legislation introduced by the 
Finance Act 1965 has created enormous problems of 
interpretation and operation. These probably faz outweigh 
true usefulness of the legislation and should in our view be 
subjected to searching review. We recall that am Jar though 
less rigorous legislation affecting ‘surtax’ companies, which 
met acquiescence if not approval, was on the statute book 
for many years. The accountancy bodies challenge in the 
name alike of simplicity and equity, a number of the pro- 
visions of the present lezislation but in the shor: term they 
urge that the followmg immediate improvements be 
introduced: 


(i) The definition of the old ‘surtax’ compan, should be 
revived so as ic substitute for the pr2sent close 
company definition one which is both less arbitrarily 
stringent and less uncertain. 


(ii) We see no justification for or ultimate tax benefit 
from the artificiz! limits on directors’ remuneration 
laid down by section 74 of the Finance Act 1965, 
which appear to be a survival from profics tax legis- 
lation. They give rise to unnecessary calculation and 
work. We believe these restrictions should be re- ` 
moved. 


(iii) Interest at commercial rates on loans made by 
director/participator up to a ceiling equivalent to, 
say, the total issued share capital should be allowed. 


(iv) In the context of a fundamental review of the whole 
tax structure we think means could te found to 
abolish altogether the concept of shortfall, which 
at present creetes a considerable administrative 
burden. In the meantime, as a practice] easement, 
marginal shortfalls (i.e. those which aze trivial in 
relation to the size of a company’s profits) should be 
ignored. 


(v) The practice of apportioning to the participators for 
surtax purposes certain disallowed izems under 
section 78 (2) of the Finance Act 1965 is a refinement 
which gives rise to disproportionate difiiculties and 
should be discontinued. 3 
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Treatment of charges on income > 


I0. The advent of corporation tax would appeat to make 
unnecessary the special treatment accorded to charges on 
income which appears to derive from income tax legislation. 


Now. that income tax on annual charges is separated from. 


taxation on profits, the special category of ‘charges on 
income’ becomes unnecessary, as does the resulting dis- 
tinctive treatment for corporation zax purposes. So-called 
charges on income in the case.of a company are expenses 
indistinguishable from wages, rent end other revenue costs. 
This view, it is submitted, should apply to investment 
companies (in which so- -called annual charges would rank 
as part of the admissible EE Kee as well aS 
to trading companies. 


11. Admittedly, a trading company incurring a loss could: 


obtain marginally more relief than an present, since on a 
claim to carry back the loss to the precéding accounting 
period (section 58 (2) and-(3)), aay charges on. income 
would be effectively carried’back toc. Moreover, charges on 
income would be carried forward as part of a business loss 
(section 58 (x)) whether or not those charges were paid 
-wholly and exclusively forthe purposes of the trade (section 
58 (8)). It may be doubted, however, whether the cost to 
the Exchequer would be appreciable since relatively few 
trading companies ‘pay charges on income otherwise than 
for the purposes of their trades. 


12. The provisions for accountirg for income tax de- 
ducted from charges on income would continue to operate, 
although, it is hoped, with the amendments advocated 
under paragraph 8 above. The restrictions on the deduction 
of charges debited to capital, or not paid for valuable and 
sufficient consideration, or paid to an overseas creditor 
(sections 52 (4) and (5), as amended by Finance Act 1968, 
section 22), could be retained so far as they were considered 
necessary. But the proposal would enable sections 52, 57, 
58 and 62 to be simplified and recuced in length. This 
would be the case also with the Finence Act 1967, section 
20 and Schedule ro (group relief). 


13. The proposal should produce improvements in 
intelligibility and administration and should not appreciably 
affect the yield of corporation tax, or materially affect other 
parts of the fiscal system. It appears to be eminently 
workable and free from transitional complicaticns because 
it could be made applicable to all acccunting periods ending 
after a specified date. 


ili PERSONAL TAXATION 


Income tax as applied to Schedule E 
remuneration 


14. In the belief that the PAYE procedures are ripe for 
review (and with over twenty million workers affected even 
minor procedural simplifications wouid lead to considerable 
savings of time throughout industry), zhe all ed accountancy 
bodies have studied a variety of chanzes in the mechanism 
of calculating and collecting tax under PAiE for example, 
the expression of allowances, includir.g reduced rate relief, 
in terms of tax for deduction from taz (adjusted for’earned 
income reliéf)'calculated at a flat rate on total earnings. Asa 
result- of these studies it appeared that as a long-term 
measure a basic revision of (he DAN E system was desirable 
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which would take into account factors which: either did 
not exist at the time the present PAYE system was devised 
(such as the National Giro) or existed only in a more ele- 
mentaty form (for. example, social security benefits). The 
investigations necessary for a scheme to integrate taxation 
allowances and social security benefits and contributions 
would be protracted and would involve more than one 
Government department but the accountancy bodies are 
convinced that such a study is essential in the long term. 
With this in mind, the accountancy bodies make no short- 
term suggestions for minor simplification of PAYE so as to 
avoid the complication of immediate changes as.a prelude 
to more radical alterations but would’ be pleased to assist 
in any long-term study which may be set on foot. 


The merging of surtax with income tax- 

z5. In the field of personal taxation, an improvement 
which the accountancy bodies believe could be brought 
about without much difficulty would be to introduce a 
single graduated tax scale for the assessment of individuals. 
instead of the present separate assessments for income tax 
and surtax. This could be done without seriously disturbing 
the present basis for calculating total income. . Suitable 
transitional arrangements will be required to safeguard 
against possible inequities arising from the change-over. 


IV THE CAPITAL GAINS TAX 
The short- and long-term taxes 


_ 16, As a short-term measure, it is submitted that the rules 
of computation of both taxes should be-made identical and 
simplified. In the longer term the short-term tax should be 
abolished so that-all realized capital gains are computed 
according to the rules of the long-term tax. If desired, a 
higher rate could still be applied if the asset has been held 
for less than a given period. 


Taxation of transactions in land, including 
leaseholds : 


17. If, as suggested in the preceding paragraph, the short- 
term tax is integrated with the long-term tax, the remaining 
taxes which may apply are Schedule D, Cases VI and VIII 
and the betterment levy. In the short term, the allied 
accountancy bodies suggest that assessments on capital 
transactions under Schedule D, Cases VI and VIII could be 
abolished. This would enable the repeal of a number of 
anti-avoidance provisions introduced before capital gains 
tax came into force. They would include sections 21 to 24 
of the Finance Act 1960, sections 23, 24 and parts of section 
25 o: the Finance Act 1962, sections 22 to 25 of the Finance 
Act 1963. Any sums formerly taxabie under those provisions 
should, after their repeal, instead be liable to capital gains 
tax (which was not operative when the legislation was 
introduced). In particular a company in receipt of such 
a sum would be liable at the same rate of tax on a capital 
gain as it would on Case VI or Case VIII income. It is true 
that if the taxpayer was an individual there might be a 
small loss of revenue by reason of the difference between the 
rates of income tax (including surtax) and capital gains tax, 
but it is submitted that this is justified as it brings about a 
considerable simplification of some of the most involved 
legis:ation. On similar grounds it is submitted that sections 
17 and 19 of the Finance Act 1964 should be repealed as the 
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capital sums referred: to therein. are now. lizble.to capital 
gains tax. 2. oe ENEE 
» In the opinion of the allied accountancy, bedies,* the 
‘division of surpluses on the realization of and between 
assessitierits to the capital gains tax and to the betterment 
levy will become increasingly artificial as time goes o2. The 
reason for this view is that the veluations. on which the 
idivision is based will themselves become artificial though so 
long.as they are regarded as necessary they will increase the 
‘costs of the transaction. <` . geff ~ 
In the longer term the allied accountancy bodies there- 
fore submit that the betterment.levy should be abolished in 
favour of the proposed unified capital gains tax. ‘This would 
leave all transactions in land ultimately taxable under. the 
‘capital ‘gains tax legislation though for the time being the 
betterment levy would continue. l 


Part disposals E 
_ 18. In the case, for ecample, "of an estate consisting of 
‘units of land or buildings which are separately disposable, 
the determination of ‘the whole asset’ for the purposes of 
paragraph 7 of Schedule 6 to the Finance Act 1965 poses 
considerable difficulty. No doubt, as time passes, a code 
of practice will emerge but at least as an interim measure, 
the allied accountancy bodies sudmit that the. taxpayer 
should be entitled to treat the proceeds of minor disposals 
up to a stated limit as reductions of the cost of the asset and 
not as giving rise to chargeable gains, on the. precedent of 
small capital distributions.in parag-aph 3 (2) of Schedule 7. 
Elimination of the necessity to calculate. 
minor gains - et ts Dës 

19. The allied accountancy bodies note the simpliications 
contained in the. Finance Act 1968, but, as. has been 
represented on more than one occasion, a rezl simplification 
can only be achieved if the exemption is tased upon 
maximum realizations rather than upon maximum gains, 
since time must still be spent calculating che latter. It is 
therefore submitted that in the context, of simplification, 
further consideration should be given to this suggestion. 
Even. if it were applicable only zo disposals of complete 
assets, the saving in administrat-ve time would be con- 
siderable. 


investment trusts and unit trusts 


20. The allied accountancy bodies submit that investment 
trusts and unit trusts should be exempted from the capital 
gains tax and that instead the holder of the shzres or units 
should be the person taxable. This would eliminate the 
present complicated arrangemencs designed to overcome 
double taxation of capital gains in the hands of shareholders 
and unit holders. i 


V GENERAL MATTERS 
The blanket anti-avoidance provisions 


21. In another context, ‘the allied accountancy bodies 
have made representations for certain steps which would 
redress the balance of sections which as at present drawn and 
administered appear unduly to favour the Revenue at the 
expense of the taxpayer. In particular the accountancy 
bodies urge that sections 25; 26 and 28 of the Finance Act 
1960 should be re-examined in the light of subsequent 
legislation. E e l 
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` 22. Section 25 would appear to be irrelevant, as any gain 
accruing to an investment company is liable to ccrporation 
tax under the capital gains tax provisions as they apply to 


companies. In: practice, it is felt that.the secticn applies 


almost. exclusively to transactions within a group of com- 
panies and the aim of the Revenue in recent years seems to 
have been to simplify the treatment of transactions within a 
group, e.g. section 48, Finance Act 1965 elections, 13th 
Schedule, Finance Act 1955, group relief and the amendment | 
to section 65, Finance Act 1965 relating to distributions 


within a group. It is submitted that this section should be 
‘repealed. ` ae 


23. Similarly it is felt that section 26 should be repealed as 
both the gain arising on the sale of shares in the investment 
company and any gains ‘accruing to that company on the 
realization of its assets will be liable to capital gains tax. 


24. The provisions of section 28 have proved to haye 
much wider application zhan Parliament appeared to intend 


at the time:of their introduction. The. anxiety to prevent 


any further advantages being obtained from the practice of 
‘dividend-stripping’ is understood and accepted but it is 


felt that the specific provisions dealing with this subject 


are themselves formidable. Indeed it is frequently found that 
that “hey have had adverse consequences ‘on commercial 
transactions which were certainly not designed to obtain any 
tax advantage. The provisions provide an excellent example 
of failure to implement the canons of certainty and equity. 


: They fail to specify (except by the use of the tendentious 
phrase. ‘tax. advantages’) the mischiefs at which they are 


aimed and to indicate how they, are to be corrected. 


25. In practice it is found that when considering any 
commercial step which involves a ‘transaction ir. securities’, 
reservations have to be made as to the possible effect of the 
section. For example, if a taxpayer wishes to sell the shares 
of a private company which has some accumulated profits, 
there is the possibility of an attack, despite the fact that the 
company has complied with the provisions of section 77 of 
the Finance Act 1965 and that surtax has been paid.on the 
required distributions. ` ” SEN 


26. In the light of the capital gains tax, the liability to 


‘which will almost always be reduced if section 28 is in- 


voked, it is submitted that by now Parliament should be 


able to legislate preciselv against dividend-stripping or other 
deemed abuses. S noy l ; 


The principle of annual Finance Acts SS 


27. It is perhaps inevitable that in the early years of the 
new and élaborate fiscal system, Finance Bills of great 
complexity should be necessary to remove anomalies not 
foreseen when the originating legislation was enacted. 
Annual revision is itse/f a complication and it is hoped that 
a time will shortly be reached when less frequent amend- 
ment will be necessary. The cloak of budgetary secrecy 
should envelop only such matters as changes in allowances 
and rates, and though it may be said that every change in a 
Finance Act, however small, is in effect a fiscal change, it is 
hoped that it may be possible to segregate changes which are 
largely technical and to deal with them be a separate 
Parliamentry’ procedure. This would permit. a - wider 
examination of such issues than the present Parliamentary 
procedure permits, on the lines set out in the in-roduction of 
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Company Persona 
in Court 


Time for Change in Procedure? 
by HUGH SHEPHERD 


The managing director was allowed to address the Court 
after the presentation of formal evidence. 


HE above quotation from a note referred-to as Case 
No. 4 in a recent ministerial circular (Ministry of 
Labour Circular No. 17), issued in connection with the 
Offices, Shops and Railway Premises Act 1963 is, 
or should be, of considerable interest to company 
executives. l 
The- facts themselves, which concerned a hair- 
dresser and the state of his premises, are not of great 
interest; what is of interest is the attitude that the 
magistrates adopted towards the managing director of 
the company. 3 
Possibly the Criminal Justice Act 1967 by virtue 
of section 29 has made a tentative step in the direction 
to which it is proposed to refer. ‘That section provides 
as follows: } 


‘On the trial by a magistrates’ Court of an information 
against a corporation, a representative may on behalf 
of the.corporation enter a plea of guilty or not guilty. 

‘Section 33 (6) of the Criminal Justice Act 1925 shall 
apply to a representative for the purposes of the fore- 
going subsection as it applies to a representative for the 
purposes of that section. l 8 


‘A notification or intimation for the purposes of 


section 1 (2) of the Magistrates’ Courts Act 1957 (trial ` 


in absence of accused who has notified desire. to plead 
guilty without appearing before the Court) may be 
given on behalf of a corporation by a director or the 
secretary of the corporation; and that subsection shall 
apply in relation to a notification or intimation pur- 
porting to be so given as it applies to a notification or 
intimation purporting to be given be an individual 
defendant.’ 


ES 


Present position 


Section 33 (6) of the Criminal Justices Act 1925 


defines ‘representative’. E ) 

The whole effect of this — described above as a 
tentative step in a certain direction — is that a rep- 
resentative or a director bas a place in a summary 
trial which he never had before. The place he has is, 
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however, a restricted and formal one.’ He may enter 
a plea of guilty or not guilty. For the purposes of 
section 1 (2) of the Magistrates’ Courts Act 1957 which 
Ceals with the trial in the absence of an accused who 
has notified a desire to plead guilty without appearing 
before the Court, notification may now similarly be 
accommodated in reference to the position of an 
accused being a corporation. In other words, the 
secretary or a director of the company (referred to in 
the subsection as a corporation) may indicate that the 
trial may proceed in the absence of the accused upon 
a plea of guilty. But where does this take us? 

It appears to take us to the point that whereas a 
secretary or a director of a company now has a persona 
before the Court, he is considerably restricted in what 
he may do on behalf of the company. This is what 
makes of considerable interest the fact that ‘the 
managing director was allowed to address the Court 
after the presentation of formal evidence’ referred to 
in the ministerial circular. 

As to the position which obtained before, and still 
obtains, with regard to an appearance as such, Stone, 
in the traditional: Justices Manual, volume 1, at page 
325 of the 1968 edition, remarks: 


‘Companies and other corporate bodies must appear 
by counsel or solicitor (cf. R. v. Birmingham and 
Gloucester Rail Co (1840) 9 C. & P. 469; R. o Man- 
chester Corporation (1857) 21 J.P. 165; Re London C.C. 
and London Tramways Co (1897) 13 T.L.R. 254; R. v. 
Ascanio Puck & Co and Paice (supra); Frinton and 
Walton D DC v. Walton and District Sand & Mineral 
Co Ltd [1938] 1 All E.R. 649). For certain limited 
purposes they can appear by a duly appointed repre- 
sentative (Magistrates’ Courts Act 1952, Second Schedule 


. Gante). The Criminal Justice Act 1967, section 29 ante 


_ enacts that in summary proceedings a representative 
. may plead on behalf of a corporation.’ 


_, This may possibly have been misinterpreted by the 
Court in question, or its clerk on the spur of the 
moment, as an indication that a secretary or a managing 
director might address the Court in mitigation. Or it 
may simply be that the director or secretary. may have 
been allowed, on the basis of the observation just 
quoted, to expand upon the facts before the Court, 
to explain them and possibly to indicate the difficulties 
which the company experienced in giving effect to 
the Offices, Shops and Railway Premises Act 1963, 
and incidentally its intentions in the future. | 

All of this, of course, 1s very useful. A bench of 
magistrates in deciding what type of penalty to impose 
(which is not likely to be of very great consequence 
anyway to the corporation) and. "te attitude in future 
cases and furthermore what interpretation it should 
place upon its statutory obligation to protect the 
section of the public directly concerned, namely, clerks 
and shop assistants, might well wish to have just this 
information. 

Although the procedure adopted was clearly unlaw- 
ful, what possible harm could have been done? The. 
administration of justice could not otherwise than have 
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been materially assisted by the procedure and one 
can only commend the clerk ar the magistrate,’ or 
both, for their common sense whether or not their 
procedure arose out of a misapprehension of the law. 

The rule that joint-stock companies can only be 
represented before the magistrate by counsel or by a 
solicitor is possibly due for review. In taxation law 
a company is an entity and, indeed, in many other 
aspects of the law also, The apophthegm that a cor- 
poration has ‘no soul to be damned and no body to be 
kicked’ has not been extended into the field of taxation 
where it is now a commonplace of taxation law that a 
corporation is taxed qua corporation and not qua a 
number of constituent shareholders. (These are, of 
course, taxed separately.) 

If a company can be taxed, why y should it not address 
the Court in criminal proceedings? It was probably 
never logical or fair to tax a corporation at all simply 
on the grounds that it was an entity apart from its 
shareholders; by the same token it could be argued 
that the shareholders are not really entities apart from 
the corporation of which they were constituent parts. 
But. it has not so been argued, so we are taxed agon 
m this capacity. 


The company’s ‘body’ 
The illogical step having been taken, other steps in 


the same direction should follow and the corporation, 


as such, apart from its advisers, should have. a body 
which can appear in Court, What that body should or 
could be is, at first sight, difficult to say. In the case ‘in 
quéstion, ‘the managing director was allowed to address 
the Court; why not the secretary or the. accountant? 
This might well be a matter for settlement by the 
charter or the memorandum and articles of the 
corporation or a company, as the case may be. 

It might even be argued that the constituent mem- 


bers of ‘companies (since they are individually . 


interested although to an infinitesimal degree by the 
penalty which might be imposed) should have the 
right to appear. All these ilcgicalities have occurred 
due to the greed of Governments in extending tax 
laws further than they were ever designed to go. In- 
come tax was in any event intended only as.a temporary 
imposition in wartime or in time of distress or dire 
emergency and should still be regarded as temporary. 
Indirect taxation imposes no such problems. F 

The position in law therefore should not be left as 
it is. There should be an amendment of the Magis- 
trates’ Courts legislation or of the criminal law itself; 
and the effect of such an amendment, it is suggested, 
might well be that certain nominated officiais: — or 
indeed shareholders — should be allowed to appear 
and address the Court for a'company or corporation. 
In the alternative the natùre of a joint-stock company 
should, in relation to appearances of this nature, be 
subject to a complete review. 

Perhaps the best solution is, by a DS amend- 
ment of the law, to enable companies and other 
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corporations by their memoranda and articles or 
charters or constituent documents, whatever they 
may be, to provide for appearances of this nature. 
Amongst the ancillary objects of a company there 
might be a provision that the company may provide 
for appearances either in Court or elsewhere as it 
deems fit. 

Articles of association or, where relevant, the 
charter or ‘statutes’ of a corporation, could provide 
that the board of directors or other ccnstituent 
executive body may provide for members of a certain 
class, or for officials of a certain status, to be authorized 
to appear for the period stated in the instrument on 
behalf of the company in Courts of summary juris- 
diction and before other public bodies. 


Appropriate qualifications 


In considering these matters, attention migkt well be 
given to the professional qualifications of the persons 
proposed to be nominated. Trained accountants and 
secretaries clearly have such high technical and 
professional qualifications that they would qualify 
without any shadow of a doubt. It could equally be 
true that a managing director, who by virtue of his 
technical knowledge would be best qualified to be of 
assistance to magistrates or indeed to members of a 
public tribunal, could equally be regarded as qualified. 
The discretion might well be exercised by the executive 
body, whether it be board- of directors or otherwise, 
in determining the matter of representation. ` ` 

It is submitted Cat shareholders ‘or constituent 
members of the corporation, whatever they may be 
called, should equally be considered eligitle. There 
are shareholders, some with considerable stakes in a 
company, or who are constituent members of bodies 
such as universities who, whilst not professionally 
employed by the corporation, hold such qualifications 
and have such an interest in the doings of the body of 
which they are part-owners that they would be well 
deserving of consideration. 

In these days of early retirement, directors of com- 
panies and others — not excluding dons of universities — 
welcome opportunities to continue to serve the body. 
with which they have been associated for so many 
years. Their skills and experience could well be 
placed at the disposal of the Courts. It cannot be - 
supposed, with the best will in the world, that junior 
counsel of 25 to 30, even if they have the time or 
interest to ‘mug up’ the. facts, are better qualified to 
assist in the administration of justice in the very 
limited way suggested above, and to put such people 
in the witness box to give evidence of fact is not always 
the best way to assist the Court. — 

Whatever the circamstance, so numerous are: the 
cases in which thé Court could be assisted by direct 
answer and question of the type mentiored in the 
ministerial circular, that the trivial amendments 
required might well be the subject of consideration 
when legislative time is available. 
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Long-range Planning and its 
Significance for the Accountant - I 


by BRIAN F. EMMERSON, FCA 


Chapter 3 
FORM AND SUBSTANCE 


ROBABLY more than any other management activity, 

LRP can appear to the newcomer from other disciplines 
both unsatisfactory and inconclusive. For the engineer 
there are no blueprints: for the accountant no double 
entry. Even given a firm and clear grasp of the basic 
elements of the planning process outlined in Chapter 2, the 
would-be planner still has to decide for himself how to 
adapt the principles to the circumstances of his particular 
company. He may feel he has been presented with a very 
big brush and a very broad canvas and asked to paint a 
masterpiece. He is still left with such questions as: 


_ Where do I begin? 
How do I start? 
What should my plans look like? 


so. In this section we must therefore suggest a form which 
plans might take and illustrate the process which might be 
adopted. From the outset, however, it cannot be over- 
emphasized that those who approach LRP in the hope 
that it will provide all the solutions to compary problems 
and lead to clear-cut, unequivocal and ‘righ?’ decision- 
making, are doomed to disappointment, frustration and 
failure. LRP is not a function to be exercised by the 
planners alone. It must.be carried on by all members of 
management under the guidance of the planners. 


51. The planner is a technical specialist who will develop 
and refine his skills over a long period. He reports to, and 
must be guided by, his top management who must look 
to him, not to provide the answers to their problems or 
to make their decisions for them, but to provide a con- 
tinuous flow of continually-improving information and 
assessments of probability of future developments against 
the background of which management must make its own 
decisions. So long as management regards mability to 
predict with certainty as an obstacle, rather thaa an incen- 
tive to planning, the LRP function will remain ar: ineffective 
and expensive superfluity. - 


52. The development of LRP should = viewed, then, not 
as the development of blue-prints for decision-making sO 
much as the development of better processes ard attitudes 
throughout the more enlightened management group with 
the following objectives in mind: . 


_ (1) Better anticipation of threats and opportunities, 
(2) Early warning of future situations likely to need 
decisions. 


The second part of a paper presented at the Cambridge’ Summer 
aes a The Institute of Chartered Accountant in England 
and Wales. me ok, ond ; 


(3) Speeding up the filtering and flow of significant 
information. 


(4) Creating a basis for better understanding and faster 
and smoother implementation of change. 


33. LRP is a highly individualistic process both in the 
sense that in operation it must be related to an individual 
company or group and in the sense that no two planners 
would be likely to approach their function in quite the 
same manner. Consequently, in contrast with the account- 
ant and his balance sheet, there are, even today, for the 


planner no kard and fast rules concerning the form his 
plans should take. 


54. Nevertheless there is now sufficient wealth of experi- 
ence to indicate a good basic format towards which planners 
can aim as a target. Once the planning periods have been 
established, the planner should set his sights on the develop- 
ment of plans expressed in both ‘prose’ and financial terms. 
The format of the financial plans will be determined by 
those ‘prose’ plans, which should include: 


(1) The fundamental economic and industrial environ- 
mental assumptions on which the plans will be based. 


(2) The objectives which the plans are designed to achieve 
in the terms of markets, products, people and re- 
sources. 


(3) The operating Somes and constraints embodied 
in the plans. ` 


Lo The action to be taken — the strategies and tactics 
by means of which it is planned that the objectives 
shall be achieved. 


55. Many charts and diagrams have been produced to 
illustrate the planning process. One of the most. com- 
prehensive and constructive of these was presented by 
Frank F. Gilmore and Richard G. Brandenberg as part 
of an article entitled ‘Anatomy of corporate planning’ 
published in the Harvard Business Review, November)! 
December 1962. They are reproduced on the following pages 
as Exhibits I-V. 


Chapter 4 
SPECIAL FEATURES 


50. Previous sections of this paper have sought to outline 
the case for LRP, its basic elements and some possible 
approaches to developing a form and substance to the 
process. In this section are offered a few further features 
figuring in the thinking of most company planners. 


The process 


. 57. First must be stressed the importance of ge 
rather than plans. Plans, in today’s environment of rapid 
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change, become out of date almost as soon es they are 
prepared, but the planning process should be continuing. 
The process of planning, whether co-ordinated by a special 
team or operated by line management, should be an integral 
part of the continuing process of management. 

58. Thus planning, like managment, must imply control 
„and thereby the continuous feedback of information to 
enable events to be compared and controlled against 
plans and, where appropriate, to enable plans to be modified 
in the light of events. It need act necessarily reflect ad- 
versely on the original plans that they heve to be modified 
but, of course, there must be a cortinuing inquiry to aid in 
judging whether the changes indicate deficiencies in the 
plans or in their implementation. 

59. Clearly, therefore, the preparation of plans in an 
ivory-tower manner is doomed to failure by generating 
more friction than action. All members of. management 
must be involved in the continuous planning process and 
be party to the plans. | 


Gap analysis 


Do. No paper on LRP would 3e complete without some 


reference to ‘gap analysis.’ Of considerable value in the 
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PROBLEM: WAT KIND OF BUSINESS: SHOULD , 
THE COMPANY BE IN AND WHAT SHOULD THE 


PERFORMANCE OBJECTIVES BE?’ 


+ 









Wha: is the 
inhsrant 
potential for 
each field 
of endeavor? 


(b) 










What alternative 
possible fields 
of endeavor 


What is the 
normative 
capability 








should be profile tor 
considered? - each field ? 
{a} z tè) 










What fs the 
ccmparative 
capability 
Froide for 
Sach field? 
{8} 









What is the 
capabitity 
prafile of 
the firm? 

(d) 


MOTES 

(a) A field of endeavor is a sphere of business activity within which a firm 
operates. It may be characterised by a commo thread such as technology, or 
product-market orientation. For a small compary, a segmen: of an industry may 
constitute its field of endeavor, and it may be thought of as specialised. A larger 
firm may be active in several related fields of sndeevor within an industry and be 
considered integrated. Or a company may be actirg in several unrelated fields of 
endeavor and be thought of as diversified, 

(b) Inherent potentiai defines the extent to whish a field oi endeavor offers the 
possibility of achieving objectives in four critical areas of performance: (i) 
grovith—both rate of growth and outlook for concinuance of g-owth; (ii) Aexi- 
biliiy in relation to the uncertainties of technclogical change: {iii} stabihy in 
res sting major declines in the business cycle; aad {iv} return on Investment. The 
performance of leading firms in the field offers-some indica:ion of the potential 
inherent in the field. 

(c) A normative capability profile is a compos ta statement in quantitative and/ 
«or qualitative terms of what it takes to be successful in a field of endeavor 
Measures are needed in such functional areas zs research and development, 
marketing, production, finance, and management. A study of the capatilities and 
sources of synergistic strength of the leading tirms in each field can provide a 
point of departure in estimating requirements fcr success. 

(dh The firm's capability profile is a statement in quantitative end/or qualitative 
terms of the firm's capabilities in the functionel ereas defired in the normative 
capability profile. 
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early stages of planning, this is a technique whereby the 
planner seeks to quantify and express in the most meaning- 
ful form the gap between where the company should plan 
to get over a defined period and where its present informal 
plans are likely to take it. 

The gap may be shown by plotting: 

(a) an extrapolation of current or recent results with 

or without exponential smoothing; and 


(b) for the same features, the objectives that the company 
must plan to reach, and which the leading companies 
in the industry may be expected to attain. 


61. The presentation normally takes a graphical form on 
which the horizontal axis represents time and the vertical 
axis is used to represent that feature for which it is desired 
to show the gap. 


62. The most important feature, perhaps, is return on 
capital, since this is the cornerstone of any corporate 
appraisal. Similarly, ‘gaps’ will arise in the consideration 
of other features, such as total sales, share of market, 
price/earnings ratio. In all cases as a part of the LRP 
process it is desirable to determine which are the important 
features for measuring progress and then to quantify the 


Exhibit L. Formulation of Economic Mission 


Whet is the firm's 
performance 
potential 
in each field 2 

Bir 


How do alternative 
combinations - 
= . compare ` 
with fespect to 
ý feasibility? 
` th), 


e 





What alternative 
combinations of ` D 
fields of endeavour 
should be 
considered ? 


Loi 








What 
shauld be the 
new ecsnomic mission 
Gr the firm? 

{i} 





1 How do dltemnauve 
combinations 
* * * compare with 
«` respect to per: 
= formance potential ? ` 
* , {i 
i 


s t 





(e) Felating the firm's capability profile to the normative capability profile for 
each field of endeavor will serve to develop comparative profiles which indicate 
how wall the firm's capabilities match the requirements for success in each field. 

(D Tne firms performance potential in each field may be derived by matching 
the comparative capability profiles with: inherent potential in each field with 
respect to growth, flexibility, stability and return on investment. 

(g) It may be desirable for the firm to be active in more than one field of 
endeavor. If integration or diversification appears attractive, possible combina- 
tions of the more promising fields should be formulated at this point. 

{h} Alternative combinations of several fields of endeavor may be evaluated 
with respect to feasibility by comparing resource requirements. Resource require~- 
ments will reflect the degree to which synergy is raalised under each alternative. 

(i) Also, alternative combinations of fields of endeavor may ke evaluated with 
respect to growth, flexibility. stability and return on investmert. Particular note 

- should be paid to the degree to which synergy is realised under each alternative. 

{i} The final decision with respect to the combinations of fields of endeavor 
(together with associated performance goals} defines the economic mission of 
the enterprise. The foregoing analyses are concerned with the problem of 
choosing a combination of fields of endeavor and objectives from an economie . 
point of view. To this information base top management must add ‘non-economic 
considerations and business judgment in order to arrive at a final decision. , 


This diagram and those on the following pages are based on those in Harvard Business Review {Nov./ Dec, 4962). 
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difference between the hoped-for achievements and those 
which are likely to occur if positive action is not taken. 
Once this difference has been quantified it becomes possible 
to draw up and evaluate the programme for closing the gap. 


Uncertainty and assumptions 


63. All too frequently the underlying attitude to LRP, 
despite the protestations, is that, because it is not possible 
to predict the future, it is not worth taking the function 
Loo seriously. This attitude can be dztected in some cases 
‘even where a formal function has been set up end, where 
it exists, will be found to be a fundamental factor for failure. 


64. Understandable as this attitude may be, it reflects a 
basic failure to grasp the real purpose of LRP and implies 
uadue attention to the plans rather than the process. Of 
course it is not possible to predict th2 future but, if one is 
prepared to make and state certain assumptions, it immedi- 
ately becomes possible to build a picture and draw conclu- 
sions about what might happen within a range of probability. 
‘By making assumptions in this way it at once becomes pos- 
sible to identify threats and opportuniczies for the future and 
to predict alternative courses of events based on alternative 
sets of assumptions. In this way the planning process should 
reduce the element of surprise by enabling management to 


PROBLEM: HOW SHOULD THE,’ 
FIRM “PURSUE ITS. OBJECTIVES — 
IN EACH FIELD ‘OF ENDEAVOR 

, SPECIFIED IN THE FUONOMIC: 
MISSION or 


"try on 


What Is the potential 
market for each 
product-markat 


opportunity? 


What -srodificetians 
are required in the 
firm's functional 
capatality profi e 


What ara the possible 
product-market 
opportunities for 

each field of 


What has been the 
performance of po- 
tential compatitors 
in each 
product-markat 
opportunity? 


in order to axalalt 
each product-market 
opportunity ? 
(b) 


endeavor in the 
economic mission ? 
(a) 





What are the capabili- 
tles and resources 
of potential co n- 
petitors In each 
product-markzt 
opportunity ? 





NOTES 

(a) Product-market opportunities (characterised by the significant teatures 
thet are expected to influence their outccme) are specific combinations of 
‘product-market-sales approaches which define possibe ways of exploiting a 
field of endeavor: 

ib} Based on the information developed in the preceding three steps, an 
analysis may be made of the firm's functional capabilities with respect to research 
and development, marketing, production, finance and menagenent. Changes 
required for successful implerrentatior of each alternative prod uct-market oppor- 
tunity may be defined as product-market plans. 
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anticipate and prepare for possibilities as the unfolding of 
events tends to validate one or other of the sets of assump- 
tions on which alternative sets of plans have been based. 


65. Eacly in the piece the strategic planner learns to 
recognize diferent types of contingencies and assumptions 
on which the strategy will be founded. He should not allow 
himself to be daunted by the number of assumptions which 
will have to be made in relation to the general environment, 
the industrial environment and even in relation to the 
company itself. 


66. Initial assumptions will be made at the start of the 
planning process; other working assumptions will be 
developed during the course of the process and a final 
set of assumptions will ultimately be built into the final 
plan. 


67. Some assumptions will be imposed by top manage- 
ment at the outset either specifically or by implication. 
These can usually be accepted and adopted by the planner, 
but just as he may have need later to go back to management 
to clarify other assumptions which his planning shows to 
be necessary, so he should also feel free to challenge even 
the imposed assumptions if his work raises doubts as to their 
validity. Examples of imposed assumptions might be: 


(a) that competition from US manufacturers will become 


Exhibit II. Formulétion of Competitive Strategy 
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(c) Combining plans for the more attractive product-market opportunities with 
one ancther, or with existing plans in fields of endeavor in which the company 
iS alreacy operating, will serve to develop alternative strategies for the firm as a 
whole. 

id) The decision as to the competitive strategy of the firm defines the directions 
ir. whio the company will move toward its objectives In each environment 
included in the economic mission. The particular ways in which performance 
objectivas will ba pursued in each field of endeavor, together with the functional 
goals necessary for their accomplishment, ara specified, thus providing the frame- 
work fo: development of a program of action. 
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l - Exhibit Ill. Specification of Program of Action 
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S NOTES , 
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phases may now be evaluated more precisely by the drawing up of pro forma 
financial statements based on the firm's budgetary procedures, i 
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Exhibit IV. Reappraisal of Master Plan 
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intense by 1970 following the reductioa of tariff 
barriers; 


(b) there will be no limit to the finance available for 


expansion so long as the company continues to exceed 
12 per cent ROI. 


Other assumptions may be either of: 
(a) high probability; or 
(b) irreducible uncertainty, 


or may be derived from results of earlier research or 
current planning. 


Examples might include: 


(a) (1) no new fuel will be available before 19%0; 


(ii) foot and mouth will be eradicated by 1975 (or 
will not be eradicated by 1980); 


(iii) that no matter what Government is in power, 
stop-go will continue to be a feature of the British 
economy. 


(b) that the successor to General de Gaulle will continue 
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the latter’s policy towards Britain’s application to 
the EEC. 


68. The establishment of assumptions and the continuous 
efforts towards their verification are among the most 
important aspects of LRP and call for great perspective 
and judgement. The more specific the assumptions, the 
more reliable the plans. Assumptions which at one time 
are of irreducible uncertainty may at another be of high 
probabilicy and from the point of view of the planning 
company thetr categorization may well depend on the 
volume aad quality of planning research. Great judgement 
is thus required in deciding how much effort tu devote to 
the validation of assumptions: it must be proportionate to 
their importance to the company’s plans. Few companies 
can afford to :gnore the significance of Britain’s possible 
admission to the Common Market but how many would be 
prepared to continue spending large sums validating 
assumption (b) above which for many may at this point in 
time have to be accepted as of irreducible uncertainty? On 
the other hand, the Fatstock Marketing Corporation may 
well feel justiited not only in trying to verify either of the 


Exhibit V. Top Management Plann ng Framework 
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assumptions in (a) {it) above, but also in actually financing 
research to make the former possible. 


input/output analysis 


Do. A number of companies, at least in the US, have been 


makirg increasing use of Leontief’s input/output grid 
concepts in analysing the environment. 

70. In very simple terms, the technique of input/output 
analysis might be described as a system of double-entry 
book-keeping for an economy. Basically whaz Dr. Leontief 
does is to divide the economy into various sectors and to 
measure the value of goods and services flowing from one 
sector to another. In doing this he establishes mathematical 
relationships between sectors — in the case of the US 
economy on the basis of data gathered in ccnnection with 
the national Census of Manufacturers. Using these relation- 
ships, he ts then able to analyse the effects on the economy 
of changes in the demands that cne sector makes upon 
other sectors. 


71. During World War II, Dr Leontief served as con- 
sultant to the US Department of Labour where he epplied 
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his theory to anticipate the problems which might be 
expected from the shift from a wartime to a peacetime 
economy. Today, with (be use of EDP to handle the 
volumes of calculations involved, the system is being 
continuously refined and its use becoming more widespread. 
(The Arthur Young Journal, Spring 1967 (restricted 
circulation).) 


72, Use of this technique can clearly be most helpful in 
signalling marketing developments. Recognition of growth 
trends in particular industries makes it possible to project 
their impact on supporting industries and services. Com- 
panies supplying specialized services to particular sectors 


-of industry can identify developing markets for their know- 


how, materials or techniques before there is any measurable 
impact on demand through the chain of inter-industry 
transactions. 


73. It is to be hoped that efforts to produce better statistics. 
more quickly in the UK will in years to come enable our 
planners to use this technique to the same extent as in the 
US. a va 
(To be concluded.) 





How to Communicate More Effectively 


bw GORDON WAINWRIGHT, BA Head of Department of Liberal Studies, 
West Park College of Further Education, Sunderland 


RADITIONALLY, education is basically con- 

i cerned with the three ‘Rs’ — reading, (w)riting 
and (a)rithmetic. In other words, teachers are funda- 
mentally interested in developing student literacy and 
numeracy. Everyone has to learn to handle words and 
numbers with a certain amount of proficiency. At 
some stage or other in their educaticn, however, most 
people in the professional classes have to decide 
wether they are going to specialize in studies which 
rely heavily upon the language of words or to specialize 
in studies which involve using the language of rumbers. 


Whichever path is chosen, a person’s development 
beyond this stage tends to become a little one-sided. 
Those who are happier working with: words are often 
notoriously inept when they encounter situations 
which require a facility in using the language of num- 
bers. Accountants are among those who are, perhaps, 
more at home with figures than with words. ` 


In fact accountants, of necessity, are highly numer- 
ate. No one would dispute their skill in understanding 
and expressing information in terms of figures. But 
many accountants find that their higher stendard of 


numeracy has been achieved through some sacrifice of 
their skill in communicating effectively by means of 
the spoken and the written word. 


Since communication through the use of language is 
of such importance in modern business and industry, 
accountants cannot afford to neglect these basic skills. 
Greater effectiveness can be achieved, however, and it 
is in accountants’ best interests that they should not 
ignore the opportunities for development which exist. 


Use systems flexibly 


Although effective communication is difficult to 
achieve, the basis upon which it depends can be stated 
quite simply. One needs to have certain’ attitudes. 
towards the act of communicating ~ whatever..the. 
means and in all situations. Theré must be a sincere 
desire to understand well and to express clearly. ‘There 
must be a desire to become a progressively better com- 
municator and there must be a willingness to prepare, 
to plan and to practise, whenever possible. 
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One needs to develop systematic approaches to- 
wards communication. Since most people have been 
taught to believe that effective communication is an 
art - which one possesses naturally or not at all — 
rather than a skill, a number of long-standing preju- 
dices have to be abandoned in order to achieve this 
development. Provided that systems are used flexibly, 
they can overcome many difficulties im communicating 
and can contribute greatly to compensating for any 
lack of natural facility. 


Given the basis which these positive attitudes and 


approaches provide, the achievement cf more effective 


communication can be brought within the reach of 
most adults. This can be illustrated if we consider the 
problems of communicating with others by means of 
the spoken and the written word. The benefits of more 
systematic approaches in reading and report writing 
have been discussed by the present writer in previous 
articles in The Accountant, so we shall concern our- 
selves here with the spoken word and the written word 
trom the point of view of their general use in business 
and industry. 


The right priorities 


In the use of the spoken word, there is a tendency to 
place a disproportionate emphasis on inessentials. ‘The 
influence of elocution teachers and of traditional 
middle-class attitudes towards ‘correct’ speech has led 
to a regard for accent, tone of voice and the manner of 
delivery as being more important than what is said. 
This kind of attitude immediately places many people, 
who would otherwise be good communicators, at a dis- 
advantage for reasons which really have little to do 
with speaking effectively. There should be much more 
concentration on careful preparation, systematic plan- 
ning and appropriate construction. In this way, 
priorities would be placed in a little better order. 


Whilst diction is important, accent is not; and 
greater emphasis on what is said would be much more 
useful for those who experience difficulties than an 
emphasis on how things are said. By changing one’s 
approach to speaking situations in business and 
industry along these lines, one soon finds that instru- 
ments like the telephone and the dictating machine are 
used to greater effect. In short: attend to the content 
and the expression will largely look after itself. 


Much the same principles apply in using the written 
word. Accuracy, conciseness and clarity should be of 


prime concern. If one assesses what one writes on this: 


basis, problems with spelling, punctuation and other 
aspects of grammar tend to solve themselves much 
more quickly. The traditional methods of teaching 
English in schools which concentrated on technical 
details rather than more general purposes and strategy, 
have failed and can be seen to have failed in many 


1 May 15th, 1965, and October 21st, 1967, issues. 
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offices. Here again, however, preparation, planning and 
attention to construction are much more likely to result 
in effective communication than a preoccupation with 
the minutiae of grammar. 


It is not part of the argument here that small 
grammatical details are not important, but rather that 
dificulties with the mechanics of written expression 
are much less likely to arise if the basic approach is 
purposeful and systematic. 


Developing communication skills 


It has been estimated that up to go per cent of a 
manager’s time is spent in communicating — listening 
to problems, speaking in meetings, reading reports, 
writing memos and receiving or expressing information 
and ideas in a multiplicity of different situations; and 
since many accountants now proceed to positions in 
general management, it is becoming increasingly im- 
portant that they should develop their use of personal 
communication skills as fully as possible. Managers 
need strong qualities of leadership and it has become 
a truism that leadership is granted more readily to 
those who can communicate effectively than to those 
whe cannot. i 


In addition to these vocational benefits for rightly 
ambitious accountants, there are personal and social 
benzfits. Greater satisfaction from the exercise of 
improved skills and greater pleasure from an ability 
to communicate well in all manner of social situations 
are Dut two of these. 


The whole question of the improvement of com- 
murication skills is of particular importance for 
accountancy students. All students are involved in a 
communication process while they are learning the 
skills. of their profession and the more effectively they 
can communicate, the more they can benefit from 
their training. If positive attitudes and systematic 
approaches can be developed at this early stage of a 
professional career, the benefits are multiplied. The 
earlier the quest for greater effectiveness begins, the 
better. 


Companies also benefit 


Finally, it should be remembered that good com- 
munization is as important for companies as it is for 
individuals, because among other things it reduces 
costs. The principal means by which this is achieved 
is by reducing the amount of time wasted through the 
confusion caused by only partially effective communi- 
cation. 


A r=cognition by firms, therefore, of the importance 
of communication skills development is perhaps the 
best way in which accountants — and other professional 
men — can be provided with the opportunities for 
learning how to communicate more effectively. 
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Computer System for Company Modelling 


AT the end of last month, International Computers Ltd 
released a system designed to enable business specialists to 
construct and run company models on a 1900 series com- 
puter without requiring programming assistance. Called 
PROSPER (PROfit Simulation, Planning and Evaluation 
of Risk), it offers users the efficiency and flexibility of a 
computer language combined with the ease of operation of 
a fixed input programme. 

PROSPER incorporates features from PROP, ICL’s 
software system for the financial evaluation of projects and 
the quantification of risk. Analysis is carried out by means 
of computer models of the firm’s activities. They may repre- 
sent the whole of the firm’s operations, particular aspects 
of it, or individual projects for one-off analysis. ‘The models 
are likely to be cash-flow orientated but full scope is also 
given for non cash flow consideration. 

Input for models can be in the form of basic data, that is 
actual values achieved and/or forecasts for sales and pro- 
duction volumes, unit sales price, unit or bulk raw material 
costs, overheads or re-equipment schedules. This enables 
the manager to obtain rapid answers to ‘what if’ questions 
which precede decision-taking. 

A range of profit-measuring techniques is provided in 
the package — payback, single- and dual-rate discounted cash 
flow using variable rates and cut-off periods if required, key 
ratios and rates of growth. A further feature of the system 
is a comprehensive technique to enable the user to express 
the degree of uncertainty in his forecasts and compare the 
risk expectations of alternative-decisions. 

Four types of print-out are produced. A listing is given 
of all formats in the model as they are fed into the computer, 
data can be printed out at any stage of the model’s calcu- 
lations, there is a special print-out of DCF calculations, and 
a bar chart/graph print-out for the results of the risk 
simulation exercises. 

International Computers Ltd, ICL House, Putney, 
London SW15. 


Data Collection System 


AN urgent need in manufacturing industries is quicker 
collection of data from the shop floor to enable management 
to achieve greater production efficiency and output. ‘The 
information required is the order status, product informa- 
tion, stores movements, plant utilization, labour cost, 
inspection operations and so on. 
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The new Feedback data collection system, the first one 
of which became operational in Britain in August of this 
year, consists of three outstations OS 431, a central 
receiver RU420 and a card punch driver CP421, controlling 
an ICL type 069 card punch. These outstations, with card 
reading and dialled data facilities will supply shop floor data 
to the central receiver where it will be punched on to a card 
to be fed to the computer. 

After experience is gained, it is expected to extend the 
system to other factories using GPO lines to bring the data 
from the outstations to the central unit. 

Feedback Ltd, Crowborough, Sussex. 


Overhead Projector 


MODEL 125 sound-slide projector of 3M Company com- 
bines an automatic slide projector, recorder and sound 
playback system. Each sound slide carries a frame of 35 mm 
film encircled by a magnetic disc. As the slide is projected 
the material on the disc is played back. 

The model 354 transparency-cartridge projector is a 
model for use in ordinary room lighting and the trans- 
parencies can vary from 35 mm to hand written or drawn 
transparencies mounted into 3} 4 in. frames. The model 
221 overhead projector is a standard projector but with 
push button focussing for 8} X 10} in. transparencies. 

3M Company Ltd, 3M House, Wigmore Street, London 
Wi. 


Large Book Copier 


A NEW compact book and document copier for originals up 
to 13 X16 inches and for books up to 6 inches thick is the 
Fleet Model 2. This machine uses the direct positive 
process, only one sheet of paper is required to produce a 
copy costing approximately 4d each from a dyeline master 
or for producing copies of film negatives or photographs, 
using various grades of paper. 

No warming up time is required to produce the first copy, 
and as the fluids are contained in sachets, no mixing is 
required. Finished in wood grain and black, it can be pur- 
chased for {112 or rented at reasonable terms. 

Solicitors’ Law Stationery Society Ltd, Oyez House, 
Bream’s Buildings, Fetter Lane, London EC4. 





The Fleet Model 2 book and document copier. 
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Electronic Display Calculators 


THERE are now over 30 different models of calculators on 
the British market, but this does not seem to halt the arrival 
of new ones. In addition to the two models 570 and 580 
(referred to in the Business Efficiency Exhibition preview 
in The Accountant of September 28th), Monroe have now 
introduced two display calculators, the 770 and 740. 

The 770 has a capacity for addition, subtraction, listing 
and totalling of 15 digits, for multiplication 15 digits in 
each factor and a 30-digit product, and for division 14 





The new Monroe 770 display calculator. 


digits in each factor and quotient. The decimal point 
floats and is automatically positioned in the answer, whilst 
the keyed number, or a calculated result can be transmitted 
to the memory, and recalled as many times as required. 

The 770 has two storage registers and costs £595. The 
740 has an exactly similar specification except that it has 
only one storage register and costs £475. 


Litton Business Systems Ltd, Litton House, Goswell 
Road, London EC, 


Films for Management 


THE use of films as an aid to both management training, 
and for their use by management to train others is growing 
every year, but whilst there are over 1,000 film libraries in 
this country who supply films of one kind or another, there 
are very few which have management films as such, al- 
though quite a number supply films which can be used by 
management for training purposes (selling etc.). 


A catalogue recently issued by the British Institute of 
Management entitled Films for Management 1968, collates 
all the films issued during 1967 and lists them both in 
alphabetical and subject order, under such headings as 
Accident prevention and health; Communication; Com- 
puters; Exporting; General management. They recom- 
mend only five sources of supply, the Central Film Library; 
Sound-Services Ltd; Rank Film Library; the British Film 
Institute and the film branch of the National Coal Board. 


Under the heading Financial management, five films are 
listed. ‘Cutting the cost of handling materials’ is a 22 
minute American made film from Sound Services Ltd. 
Two series of films made by the BBC in 1966 and now 
available from the Central Film Library are: the ‘Approach- 
ing automation’ series of five 16 mm. films each of 30 min- 
utes, and ‘Clean cut’ also a series of five films of the same 
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length. One other film from the ‘Small business’ series also 
made by the BBC called ‘Finance in the balance’ considers 
sources of finance for the small firm and the use of simple 
estimating and accounting procedures. 


Only fairly recently available is the BBC television series 
‘Management techniques’ which dealt with such subjects 
as forecasting, control by budgeting, planning, controlling 
stocks and investment planning. This is available from 
Sound-Services Ltd. The only other suggested financial 
film in the booklet is called ‘PERT cost’ and is a 23 minute 
American made film designed to give a working knowledge 
of this subject. 


British Institute of Management, Management House, 
Parker Street, London WC2. 


Computer Centre for Stamp Trading Company 


AN NCR 315 computer came into operation last month at 
the head office in Edgware, Middlesex, of the Green Shield 
Stamp Company. The computer has a central processor 
with a 40,000 character magnetic core memory and two 
CRAM units, each holding 256 Mylar cards per deck with 
unit store capacity of 16 million alphanumeric characters 
and a data transfer rate of 38,000 characters per second. 
Input is from four NCR 735 magnetic tape encoders and 
six NCR 14-bank optical character recognition adding 
machines which read up to 52 lines per second. 


The rapid growth of stamp trading has meant that 
millions of books of stamps are redeemed annually at the 
company’s 54 gift centres and daily information is required 
on sales and merchandizing. On one hand there is the sale 
of pads to retailers through their sales force, and on the 
other the redemption of books of stamps by the public. A 
special adding machine or machines has been installed at 
each centre and information is recorded in OCR characters. 
At the end of the day the tally rolls are sent to the com- 
pany’s computer centre and in this way stock movement 
at each gift house is known daily. 


National Cash Register Co Ltd, 206-216 Marylebone 
Road, London NWr. 





Part of the Computer Centre at Green Shield’s head office. 
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Oursole business i is helping , 
companies to grow 





That's why we edo itso well. 


ICFC are e> pert in providing medom and lona term finance for industry— 
as expert as our shareholders, the English Clearing and Scottish 
Banks, are in the provision of short term finance. 
If you are thinxing of expansion of plant or premises it will pay you to deal with 
an organisation that devotes itself exclusively to helping companies to grow. 
We offe- more than finance. We provide a wide range of services to 
help you with all aspects of your business. 
Your local IZFC manager will be pleased to hear from you and will be glad 
to devote his time and experience to you and your company. Why not give him a ring ? 
Or, if you would like to know more about us first, send for our booklet, ° ‘Capital for Business” 


ei 
4 


ICFC helps companies grow 


Industrial and Commercial Finance Corporation Limited, 7 Copthall Avenue, London, E.C.2. Tel: 01-628 4040. 
Offices in Birmingram, Brighton, Bristol, Cambridge, Cardiff, Edinburgh: Glasgow, Leeds, 
_ Leicester, Liverpool, London, Manchester, Newcastle, Reading and Wolverhampton. 
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What will 
decimalisation 
cost you? 


1971 Britain must convert or replace 5,000,000 
monetary units — including yours. 


Start now planning for 1971 -as British Olivetti have 
already done. Olivetti’s new ’71 range, specially 
designed for the special British requirements, will work 
in £ s. d. until 1971, in both £ s. d. and decimals during 
the changeover period, and in the future BAHSI 
decimal currency forever afterwards. 


Start now by requesting British Olivetti to give you a 
free survey of your accounting, invoicing and adding 
equipment. In 1971 your present £ s. d. machines 
will be worthless. But they have a value now. 

Find out exactly what decimalisation will cost you - 
and how you can spread this compulsory cost. 


Ask 
British Olivetti ` 


£ s.d. to bouk with Olivetti ’71 range — the only 
complete range of accounting, invoicing and adding 
machines specially designed for Britain’s pee 
and future currencies. 


Instant switching by the operator, from £ s. d. to 
decimals and back again — No conversion or 
modification required — Capacity, program, keyboard, 

_ unaffected by currency change — Handles every 
aspect of the future special British decimal currency, 
including the new ha’penny. 


D ` 


British Olivetti Ltd., 30 Berkeley Square, London, W.1. 


; 
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Tap & Die Corporation 


HE Tap & Die Corporation’s 1967-68 accounts, 
To this week, were issued when the company 
faced a take-over bid by Clarkson (Engineers). Soon after 
the accounts were issued shareholders received frm advice 
from the Tap & Die board to reject the bid which was 
then on the basis of £3 of 8} per cent immediately con- 
vertible loan stock in Clarkson for every 12 Tap & Die 
5s shares — every £3 of the stock being convertible into four 
Clarkson 1s voting and five rs ‘A’ non-voting shares. 

The year covered by the accounts was a difficult one. 
Pre-tax profits were back from £69,342 to £510,656 where- 
as in 1964-65 they had stood at a peak of £984,579. The 
1967-68 profit, in fact, was the lowest since 1959. It was 
‘thought prudent’ to reduce ordinary dividend from ro per 
cent to 73 per cent although — and this is important in view 
of later profit forecasts — there had been ar. improvement in 
earnings in the second half of the year. 

This improvement, it was stated on September 11th, 
when preliminary figures were issued, was achieved through 
the board’s rationalization programme the full benefits of 
which, it was added, should accrue when the expected 
economic recovery became a reality. It was admitted, how- 
ever, that signs of real recovery in the home market were 
still lacking. Nine days later the Clarkson bid was an- 
nounced. 


Sitting target 
In his statement with the-acccunts the chairman, Mr 
D. G. N. Liloyd-Lowles, stated that in the first half of the 
1967-68 financial year the group earned trading profits of 
£503,443, equivalent to an annual rate of £1,006,886, 
whereas the final dividend, after charging all the non- 
recurring costs of reorganization in the period worked out 
at {1,146,601 on a total turnover of £5,540,061. In 1966-67 
sales were {5,591,219 and trading profit £1,265,944. Since 
the end of the financial year, he said, there had been an 
‘overall improvement of over 6 per cent’ in turnover with 
‘great strength in exports’: 

Of last year’s turnover, £3,326,921 was home business 
and that was an 8 per cent drop on the previous vear and it 


is in the home market that the boost to sales is needed. . 
~ for Tap & Die shares and with those shares standing on 
` the market at more than rs below the bid level the impli- 


When it comes, the company, the chairman considered, 
‘might see a surprisingly quick return to prosperity’ even 
during the next twelve months. The decision to reduce the 
dividend, however, was taken ‘having regard to the lack 
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of any more definite upturn in the home market and the 
fact that stocks, work in progress, debtors, and conse- 
quently bank overdrafts, have increased’. 

When the Clarkson bid came, therefore, the Tap & Die 
position was — a reduced dividend by a company which, in 
a year, had closed three factories in a-continuing rational- 
ization programme, which had begun to see rationalization 
benefits but which needed a revived home market. It was, 
as the chairman admitted, ‘a sitting target for a take-over 
bid in some form or another.’ 


Forecast 


The formal Clarkson offer was made on October 11th after 
the Tap & Die board had already advised rejection of the 
terms. A week later Tap & Die shareholders were told 
that there was a possibility of a better bid for the company 
than the one received from Clarkson. 

A week after that, however, it was announced that the 
rival bidder had dropped out and that talks were at an end. 
There was compensation, all the same, in the board’s 
announcement of four months’ current year pre-tax profits 
of {£118,000 against a corresponding 1967 four months’ 
figure of £93,114. On that basis and looking at the sales and 
order position the directors were prepared to forecast full 
year profits of £565,000 against the past year’s £510,656. 

This forecast was received with scepticism in some places 
but that is merely fashionable. Taking the beginnings of 
earnings improvement in the second half of the past year 
into account, and the known sales expansion in the current 
year coupled with more of a real prospect, and less of a 
faint hope of home market improvement, the forecast of an 
IE per cent rise in profits would seem fair to the uncommit- 
ted outsider. ys , 

With the profit forecast came the prediction that the 
dividend would be restored to 10 per cent. 


Non-voting 


The profit forecast and dividend prediction were naturally 
part of the formal rejection of the Clarkson bid — part, but 
not all. Particular exception was taken by the Tap & Die 
board to the form of the Clarkson offer. With the Clarkson 
convertible loan stock preponderantly convertible into non- 
voting shares, Tap & Die shareholders would, if they 
entirely accepted the merger terms, be providing close on 
two-thirds of the assets in the merger for only a quarter of 
the voting rights. 

There is strong opinion that non-voting equity ought to 
be outlawed in take-over bids. The Clarkson ‘A’ non-voting 
shares certainly reinforced the Tap & Die rejection and 
weakened the Clarkson position. 

At the beginning of this week the bid situation was that 
Tap & Die shareholders were still being advised to reject 
the Clarkson terms which had been improved to the extent 
of an increase from 8$ per cent to 10 per cent in the interest 
rate of the Clarkson convertible loan stock. The Tap & 
Die view was that the terms did not fully take into account 
Tap & Die’s recovery potential. Clarkson had backed 
their bid by forecasting 1968 profits at £900,000 against 
just urder £800,000 and by stating that available figures 
indicated that the {9q00,coo could well be exceeded. 

The Clarkson bid is valued in the market at just over 13s 


cation is that the Tap & Die board is fighting a losing 


_ battie. | ; 


Pai 
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CITY NOTES «= Oo 5 Hi Fe OT 


GAINST most of the prophecies, the equity sections of 


the stock-market manage to stay reasonably steady, not . 


all that far short of the 500 Financial Tines index mark. The 
amount of selling that the equity market has absorbed in 
the past month or more must be very substantial. 

; Part of it has simply been. absorbed by switching, but the, 
omnipresent unit trusts have-been very much in evidence as 
the. buying side of two-way turnover. One point that is 
clear From recent Stock Exchange turnover statistics is that 
the drop from the equity peak has not involved a shift of 
investment weight towards the gilt-edged market. 

The increased pressure. on -hire-purchase terms and the 
suggestions of some further turns of the credit screw have 
taken Bank rate reduction hopes out of gi:t-edged market 
calculations. Last September, when Bank rate was reduced 
to 7 per cent, there were great expectations of another half 
point off the rate before the end of the year. | 

But the present pitch of the gilt-edged market hardly 
suggests that those expectations are exactly flourishing now. 
Until they begin to regain some semblance of life the gilt- 
edged market is likely to stay neglected, and that itself could 
prove to the equity market’s benefit. 

+ Go # l Ku l 
CMMUNIQUES issued after talks are not always 
brilliant examples of straightforward reporting and the 

statement from the Bank of England, following talxs be- 
tween Sir Leslie O’Brien, the Governor, Mr A. F. 
Frodsham, Chairman of the Management Ccnsultants 
Association, and Mr A. W. Howitt, M.A., F.c.A., President of 
the Institute of Management Consultants, hardly came into 
that category. The Banks engagement of McKinsey, the 
statement said, was ‘not in question’. 

Apparently Mr Frodsham and Mr. Howitt went to see 
Sir Leslie merely to make the point Ca: professional 
competence and suitability must be the overriding points in 
choosing consultants and that encouragement of the British 
profession was in the national interest. To which, according 
to the statement, Sir Leslie pointed out that two 3ritish 
firms had been engaged in important work for the Bank. 


The statement following this talk made no reference to 
the controversy. caused by the appointment of McKinsey 
other than to say that the appointment was ‘not in 
question’ and that makes one wonder what made the talks 
necessary at all. Surely even the Bank of England can do 
better than this. ae: . 

HE subject of takeovers has reached the pinnacle of 

debate.as a topic for “Any Questions’, and since Sir 
Frank Kearton was a member of ‘the team’, the debate was a 
shade one-sided and, in fact, became no debate at all but a 
statement of fact. But at least Sir Frank very publicly 
cleared up one point. Courtaulds were not apparently 
againsta merger with ICI in those takeover days now almost 
beyond recall. Courtaulds were simply against the price 
that ICI o‘fered. So that was what the Church. service of 
thanksgiving was all about. 

What is different in the current takeover scené is that, 
whereas in the good old days takeovers were invariably one 
company against another, they are now a matter of rivalry - 
almost of ganging up. 

Given a simple takeover situation, the City now immed- 
iately looks for a rival bidder and can virtually rely on one 
coming on the scene - invited or uninvited. The current 
battle over the T. F. Firth carpet company is a case in point. 
The recently concluded George Angus operation was 
another. There is safety for shareholders in takeover 
numbers. We ee 

OMEN have long since appreciated that they can 

hold down ‘male’ jobs only if they can show that they 
are better at the jobs than men. Once that position is 
established the women are allowed in on equal terms. The 
extent to which the feminine touch, and more particularly 
the feminine voice, has taken over in the City is certainly 
not generally appreciated outside the ‘square mile’. It may 
be said, though, that if women decided to down phones and 
ball-points some parts of the money market would come to a 
stop — the local authority money market certainly would.” 


RATES AND PRICES 


Ciosing prices, Tuesday, November 12th, 1968 


Tax Reserve Certificates: (28.8.68) Companies 44% ; 
3% surrendered for cash; Personal 4% 


Bank Rate 


Jan. 26, 1967 , 64% Nov. 9, 1967 .. -- 63% 
Mar. 16, 1967 6% Nov. 18, 1967 . 8% 
May 4, 1967 54% March 21, Gd 74% 
Oct. 19, 1967 6% Sept. 19, 1968 . 7% 
` | ‘Treasury Bills | 
Sept.6 .. £6 18s . 7 99d% ` Oc. ır .. £6 ros 679d% 
Sept. 13 .. £6 17s 2:43d% Oct. 18 .. £6 os r044d% 
Sept.20 .. £6 12s rsd% Oct. 25 £6 as. 10°28d% 
Sept.27 .. £6 118 szd% Nov. r. £6 11s c67d'% 
Oct. A .: £6 ros 956d% - -Nov.8 £6 re 8rd% 
. * = Money Rates 
Day to day - .. 58-54% Bank Bills 
ydays ` .. 545k% : 2 months 64-7% 
Fine "Trade Bills 3 months 6 -7% 
-3 months ae 8-83% A months .. 61-7% 
. 4 months -- , 8-82%. , 6 months .. 6#-7% 
GD months 8-9% © i > "i 


Foreign Exchanges ; 
New York. 2°38 #3 Frankfurt = .. 9'49% 
Montreal 2°563 Milan .. ds 14894 
Amsterdam -8-694 Oslo eck 17'074: 
Brussels 119°79 Paris Wë Ré 11°83 45 
Copenhagen 17:964 ` Zürich | 10'2743 

Gilt-edged 

Consols 4% -. 524% - Funding 6% 1993 Sri 
Consols 23% E 33% -° Savings 3% 60-70 .. 92} 
Conversion 34% . 46+, -Savings 3% 65-75 .. ob ër 
Conversion 5% 1971 943z . Treasury 64% 1976 ob de 
Conversion 54% 1974 © S94xd ‘Treasury 34% 77-80 zix 
Conversion 6% 1972 os tt Treasury 34% 79-81 694 
Funding 34% 99-04 , 52 Treasury 5% 86-89 2% 
Funding 4% 60-90 : 04% — . Treasury 5$% 08-12 73% 
Funding 54% 78-80 .. 804¢xd Treasury 24% as 32% 
Funding 53% 82-84 8&2 ' Victory 4%.. Gs 98 ` 
Funding 53% 87-9: ` - 79h © War Loan 34% 45 is 
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Integration of the Profession 


SIR, — I wonder how many small and medium provincial 
practitioners have considered the following aspect of the 
integration scheme? | 

The view was expressed to me some while ago that the 
work undertaken by the average provincial practitioner 
could be done by a much less qualified person than a 
chartered accountant, and the integration proposals seem 
to endorse this opinion. 

The proposed licentiate accountant is to be permitted to 
practise (approved experience accepted) with only two 
restrictions: 

(1) that he should not hold appointment as an auditor; or 

(2) report on accountancy statements etc. 

A small practice may have only a few limited companies and 
with present legislation it is unlikely that the numbers will 
increase; similarly the need to report on accounts etc. 
arises only occasionally. It can be seen, therefore, that the 
licentiate can carry on a small practice on exactly the same 
footing as a chartered accountant. 

This is a severe setback at a time when many chartered 
accountants in provincial practice are trying to raise the 
standard both of work and reward, and most important, the 
remuneration of their staffs; also to convince the public that 
in addition to incomplete records, they can seek advice on 
more than simple tax and estate duty planning, costing, 
installation of systems, etc. 

In other words such acccuntants would see that they are 
as fitted as their City brethren to provide all of the account- 
ing services. 

The inevitable effect of the licentiate accountant in 
practice would be to depress that standard of work, the 
status of the practising accountants in the small town, the 
fees he can command and the salaries he can afford. The 
whole vicious circle of poor fees, poor salaries, under- 
staffing and poor work will be with us again. 

Yours faithfully, 

Bridport. K. L. PALĘ, F.c.a. 
Sir, — Whilst most accountants are aware that a merger is 
being contemplated between The Chartered Institute of 
Secretaries and The Corporation of Secretaries, not one 
etter has so far appeared in their respective journals regard 
ing the pros and cons of the merger. i 

One could perhaps conclude from this situation, that 
the chartered secretary does not consider himself superior 
to an incorporated secretary in every respect, and that the 
incorporated secretary has refrained from hitting out at the 
chartered qualification. Long may this harmony exist 
between the secretarial bodies. If such a merger is accept- 
able to both bodies their voice will be certainly heard and 
felt in many quarters. Food for thought, perhaps! 

During the course of zc years’ continuous accounting 
and secretarial experience at executive level with several 
joint stock companies, I have encountered many fine and 
capable chartered accountants, and equally as many fine 
and capable certified, and cost and works accountants. I 
cannot understand why some chartered accountants 
consider members of the latter bodies as solely capable of 


occupying subordinate positions. A quick glance through 
the year-books of those two bodies indicates the very reverse, 
and I am further of the opinion that no limited company 
would employ either a certified accountant or a cost and 
works accountant for any space of time who was not pro- 
ducing. 

Ifa merger of the accountancy profession does take place, 
what will the chartered accountant really lose? It would 
appear from the national Press and many other professional 
journals throughout Great Britain that there is always a 
large demand for accountants of all kinds, and with the 
Government’s assertion that industry and commerce is on 
the upward scale, surely the practising accountant is not 
without a little jam on his well-earned crust? ` 

Yours faithfully, 
COMPANY ACCOUNTANT. 


Sir, ~ It is interesting to note that the letters you have 
published have almost entirely been from practising mem- 
bers or from non-chartered accountants. The majority of 
chartered accountants are in industry and commerce and, 
as usual, they have remained silent — not, I suggest, due 
to a basic apathy; not to approval of the proposed scheme in 
detail; and certainly not because of what they are going to 
get out of it, but because the written presentation of the 
proposals and the English Institute’s branch meetings to 
discuss them (and I have, of course, only been able to 
attend one of these meetings) are not directed at this 
category of membership as much as to those members in 
practice. ‘The Council has always been dominated by prac- 
tising members, and although under the proposed scheme 
practising members will constitute a small minority of the 
total membership, they will continue to dominate the 
Council because of its huge size and the fact that industrial 
and commercial members on the whole find it less easy to 
attend numerous meetings in London. 

I was astounded at the branch meeting to realize again 
to what extent such meetings are dominated numerically 
by practising members (supported by those employed in the 
profession who nevertheless are not represented on the 
Council at all), and to hear the case presented overwhelm- 
ingly from the point of view of the practitioner on the 
grounds of ensuring in the future an adequate supply of 
staif (particularly licentiates) that otherwise will in all 
probability dry up. 

The scheme can be interpreted as being mainly an 
attempt by practising members to retain predominant 
influence over a wider field and an enlarged membership, 
and to ensure that a sufficient number of staff is directed 
into professional oifices and not lost to industry and com- 
merce. Thə majority of current membership already in 
industry and commerce is relatively untouched by the 
proposals {except for the adverse proposal to levy the same 
basic subscription as practising members). It is difficult 
to accept that the scheme integrates the profession as a 
whole more than a joint council of existing institutes would 
because there is to be no proportional representation; there 
are likely in the end to be more streams and symbols than 
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before. The increase in size, particularly of the Couacil, is 
fearful. However, from the point of view of non-practising 
members the proposed Council will have a little broader 
base than at present and that at least must be welcomed. 

The aims of the scheme are admirable but the detail not 
2s good as one may have hoped. The evidence to date 
indicates that it is the smal! minority of practising members 
`” and the other smaller institutes being taken over that have 
the most to gain and who will decice these issues unless the 
majority constituting the present Institute quickly grows 
more demonstrative, either at branch meetings or through 
vour columns, 

Yours faithfully, 


Ipswich, Suffolk. J. A. FIELDER, F.c.a. 


Growth, Historic Cost and Profit 


Sir, — With reference to the article published in your issue 
of October roth and the anonymous reply published on 
‘November 2nd — although one feels some trepidation at 
entering a world of seeming unreality — may E meke the 
following comments: 

(1) There seems no objection to making allowance for 
inflation in deciding capital allowances, for profits 
should be charged with the real cost cf earning them, 
not the nominal cost. There do seem, however, to be 
serious objections to gearing allowances to grawth. 

(2) The subsidizing of industries that are growing and 


the penalizing of those that are not seems to be a. 


matter for a political platform rather than for a 
serious economic discussion unless some criterion of 
social usefulness is to be applied. 

(3) To encourage industry only because it is growing or 
profitable may well reduce the econcmy to the state 
of one great bingo hall where the walls are lined with 
fruit machines, where there is a bar zt one end and a 
cafeteria at the other and where the only sounc is that 
of Radio 1. 

(4) If subsidies are to be geared to grow-h, growth must 
be defined far more clearly. Increase in size assessed 
in terms of assets employed is no true indication, as 
the frog in the fable discovered. The only true 
indication of time growth is to be szen in the increase 
in the return on capital empioyed. At the moment no 
two people seem agreed on the prcper way of de- 
fining this return. 

(5) When an industry is going through, sha:l we say, a 
bad period, there is little point in making matters 
worse by making it increasingly difficult to ob-ain the 
capital necessary to effect any type of recoverv. Again, 
an industry that is prospering is not normally the 
most in need of additional assistance. In the arguments 
put forward there seems to be a tendency to favour 

- the use of the brake when the accelerater would be 
more pertinent and vice versa. 

(6) This is not, of course, intended to suggest that 
inefficiency should be encouraged but rather that 
any inducements to the increase in the level of pro- 
duction should be applied with far zreater care and 
with far more discrimination than has been suggested. 
“To gild refined gold, to paint the lily . . . is wasteful 
and ridiculous expense.’ 

Yours faithfully, 
MICHAEL GREENER, 


Barry, Glamorgan. B.A., F.C.A, 
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Decimal Currency and Computers 


Sir, — “Its later than you think’, said a colleague, drawing 
my attention to the report of the Institute of Office 
Management’s decimal currency seminar on page 544 of 
your issue of October igth. Keenly interested in the 
‘practical aspects of changing to decimal currency’, I read it 
carefully — then read it again. I was surprised that the 
word computer was not mentioned once. 

Not that this is the first time I have been disappointed. 
In June, together with about 2go other decimalization 
enthusiasts, I spent a day at a BIM conference on ‘Planning 
for decimal currency’. The only mention of computers was 
from the floor — a heated plea that pressure be put on 
computer manufacturers to supply conversion routines. The 
remark was justified inasmuch as one of the leading manu- 
facturers has, within the past month, assured me that his 
company has ‘a committee considering the problem’, whilst 
the other has a specialist ‘preparing a report on decimaliz- 
ation in the Antipodes’. 

In view of the amount of computerized accounting work 
being done today, I am amazed to find that the general 
impression is that converting to decimals will present no 
problems. 

Regretfully, I must suggest that there is a rude shock in 
store for several hundred users of computer systems in this 
country, particularly those who are not planning to replace 
their second-generation machines or are working with 
severely limited hardware, software or programming 
facilities. To enumerate all the problems they face would 
take up too much space, so let me pose just two questions to 
set each data processing manager thinking: 


(1) How does (be computer handle sterling input — by a 
sterling hardware feature, by conversion to binary 
pence, or by a set of instructions (sub-routine) 
developed by a long-since-departed programmer as an 
improvement on manufacturers’ software and em- 
bedded somewhere in the undocumented program? 


(2) What will be the effect on program size and file 
organization of having to operate parts of program 
suites in dual currency during the 18-month transi- 
tion period? There are numerous reasons why this 
will be necessary in varying degrees, not the least of 
which is that none but the bravest (or most fool- 
hardy) would convert all programs on the same day. 
Many a good computer installation has been wrecked 
by trying to implement too many programs at the 
same time. 


I have discussed these and other aspects of decimal 
conversion of computer programs with a number of users. A 
small number have relatively insignificant problems. A few 
have recognized the size of the task facing them and have 
quoted figures between six and one hundred man-years’ 
analysis and reprogramming. But the vast majority have 
‘assumed’ that conversion will not be too dificult and are 
planning to tackle it as soon as they have disposed of present 
urgent problems. 

Decimalization day is February 15th, 1971, and it 
behoves all good financial directors and chief accountants 
to look now, in detail, at the problems facing their particular 
EE for it is ‘much later than you think’, 


Yours faithfully, 


P. E. HOOK, 


London WI. A.A.C.C.A., A.M.B.I.M., M.B.C.S. 
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The Institute of Chartered Accountants 
in England. and Wales 


Special and Ordinary Meetings of the Council 


At special and ordinary meetings of the 
Council held on Wednesday, November 
6th, 1968,.there were present: . 


Leach, .3.E., Deputy Presider:t; Mr C. 
Croxton-Smith, Vice-President; Messrs J. F. 
Allan, J. À. Allen, G. R. Appleyard, ‘Sir 


Henry Benson, B.E., Sir William Carrington, - 


Messrs G. T. . Chamberlain, N. Charlton, 
L., H. Clark, e . Clarke, R. W. Cox, W. G. 
Densem, P. H.. Dobson, S. M. ‘Duncan, J. V. 
Eastwood, S. Edgcumbe, W. W. Pea, J. W.G. 
Frith, W. Hare, J. S. Heaton, J. A. Jackson, 
A. Ww. ‘John, c.B.E., H. O. Johnson, G. B. Judd 
R. O. A. Keel, H Kirton, ae 3. Kitchen, 
R. McNeil, SA? Maynard, S 
D. 5. Morpeth, TD., W. Bertram Nelson, 
C.B.E., E. J. Newman, W. E. Packer, C.B.E., 
F. E. Price, c.B.£., D. W. Robertson, L. W. 
Robson, J. D. Russell, E. C; Sayers, K. J. 
Sharp, T.D, R. G. Slack, G. Tattersall- 
Walker, C. C. Taylor, R. H. Taylor, A. G. 
Thomas, R. P. Tovey, A. H. Waton, D. N. 
Walton, A. S. Watson, J. Whitehead; E E 
Montgomery Williams, E. K. Wright. 


Appointments to the Council 


Mr L. H. Clark, Sea, London was 


appointed a member of the Council to 
fill the vacancy caused by the retirement 
of Mr J. H Mann; M.B.E., MA F.C.A. 
Mr Clark had been a co-opted member 
of the Council since June 1967. 
Mr W. G. Medlan, F.c.a., London, 
was appointed a member of the Council 
to fill the vacancy caused by the death 
of Mr R: P. Matthews, B.COM., F.c.A. 
Mr R. P. Tovey, F.c.a., Port Talbot, 
was appointed a member of the Council 


to fill the vacancy caused by the retire- . ` 


ment of Mr F. J. Weeks, F.c.a. 


Resignation from the Council 


The Council received with much regret 
the resignation of Mr R. B. Leech, 
M.B.E., T.D., F.C.A., Coventry, from his 
membership of the Council. Mr Leech 
had been a member of the Council 
since 1953 and was Chairmen of the 
Applications Committee from 1964 ‘to 
1966. 


Membership of Committees 


It was reported that Mr S. Edgcumbe’ 


has been appointed Chairman of the 
Disciplinary ‘Committee. 

It was reported that. Mr P. E. 
Dobson has been. appointed ~Vice- 
Chairman of: the Disciplinary Com- 
mittee. 

It was also reported that’ Mr E. 


A. “Middleton; l 


Gordon Smith has been appointed 


Vice-Chairman of the Courses Com- 


, . mittee. 
Mr S: Dixon, President, in the Char: Mib" 


The Council decided that, in view of 
his other commitments, Mr J. F. Allan 


should cease to be a member Ki the 


Courses Committee. 


P. D. Leake Committee 


Mr D. S. Morpeth was appointed to 


serve on the P. D. Leake Committee 


Tax Simplification . 

The Council approved a memorandum 
entitled The Finance Acts — Some Pro- 
posals for Early Improvements contain~ 
ing proposals for the simplification and 
improvement of the present system of 
direct taxation which it is thought could 
without difficulty be introduced in the 
1969 Finance Bill and which would 


‘result in the immediate and worth-whilé 
improvements. The memorandum will 
‘be submitted to the Chancellor of the ~ 


Exchequer on behalf of The Institute of 
Chartered. Accountants in England and 
Wales, The Institute of Chartered 
Accountants of Scotland, The Instizute 
of Chartered Accountants in Ireland 
and The Association of Certified and 


= Corporate Accountants. 


Changes in Ethical 
Requirements Relating to 
Publicity 

The Council approved amendments to 


the Institute’ ethical requirements 
relating to publicity. It was announced 


_that a full statement on the changes to 


section E3 of the Members’ Handbook 
would be reproduced in the Institute 
Newsletter which is being circulated to 


all members on November 28th, 1958. 


Arrangements to cover the 
incapacity or Death of a Sole 
Practitioner 


The Council approved a statement 
entitled Arrangements to cover the 


Incapacity or Death of a Sole Practitioner ` 


with two appendices (being specimen 
agreements) for publicatidn as appro- 


priate in the professional Press and for 
dispatch to all members on the occasion 
of the next circulation of printed matter 
as. Miscellaneous Technical Statement 


_$.14 in the. eee Handbook. 


Gawain and CNAA \ Degree ` 
Courses 


. Exemption from the Intermediate ` 8 


Examination ` ` i 
The Council Ge the following 


_ statement for publication: 


The Council has approved the follow- 
ing university degree courses ‘under 
bye-law 68 and CNAA degree courses 
under bye-law 88 (£). These courses are 
therefore recognized not only for a 
reduction in service under articles to 


three years but also for exemption from 


the Intermediate examination of the 
Institute: 


University degrees 
Edinburgh; Bachelor of Commerce 
(UCCA No, 3100) 


Nottingham; Bachelor of Arts. in Law 
and Social Sciences 


(UCCA No. 4120): 


Lancaster; Bachelor of Arts 
Honours in Financial Control 
(UCCA No. 4300) | 


with 


CNAA degrees in es udis 


Barking Regional College of Technology 
Ealing Technical College 

Hatfield College of Technology 
Portsmouth College of Technology 


Directory of Firms Recruiting 


-Graduates 


The Council authorized the publication 
early in 1969 of a directory to give 
prospective students and university 
appointments departments particulars 
of firms wishing to take into articles 
graduates of United Kingdom universi- 
ties and of the Council. for National 
Academic Awards. A fuller explanation 
and invitation to firms .to participate 
was approved for inclusion in News- 
letter No. 20 to be distributed to all 
members on November 28th, 1968. 
Information may be obtained earlier 
on request to the Secretary. 
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Registration. of Articles. -. 


The Secretary reported the registration 
of 240 articles of clerkship during 
September 1968, the total number 
since January ist, 1968, being 1,442. 


Admissions to Membership 
The following were admitted to mem- 


bership of the Institute. 


Addey, Edward James Beaumont, A.C.A., 

S Ee BA ee Benenden, Cranbrook, 
ent 

Reece Patrick Ade, A.C.A: , a1968; 52. Dielph 


e, Leeds 6. . 
Adkins, Michael John, A.C.A.,  @1968; 
‘Anchorage’, Riverside, Wraysbury, near 


_ Staines, Middlesex. 

Advant, Rajkumar Hotchand, B.A. A.C.A., 
aig68; with Temple, Gothard & Co, 8 

, Norfolk Street, Strand, London WCz. 

Alimohamed, Iqbal, A.C.A. a1968; 117-2 
_ Garden, East, Diamond Street, Karachi 3; 
. Pakistan. 

Alliston, Paul Frederick, A.C.A., a1968; e 
Dobcroft Road, Sheffield. . 

Agrees, Brian Victor, AIC.A., arg68; 146 
Banging Hill Lane, Hutton, Brentwood, 

asex. - 

Andrews, Roderick Arthur, A.C.A. LEE 155 

_. Grove Road, Walthamstow, London za, 

Askey, James Stephen, A.C.A., arg68; 89 

over Drive, Winlaton, Co ‘Durham, e 

Atkins, Brian Harry, A.C.A. , 41968; 33 Emlyn 
Road, London W12. 

Atkins, Howard Timothy, a. GA ato68; 439 
Banbury Road, Oxford. 

Ayres, Preston "Thomas, A.C.A., ia 67 
“Crown Hill, Rayleigh, Essex. 


Bagge, John ‘Jeremy Picton, A.C.A., a1963; 
Stradsett Hall, King’s Lynn, Norfolk. 

Bagnall, Charles ‘Andrew St John, A.C.A., 21963; 
288 Rivermill, Harlow, Essex. . 

Baker, Guy Christopher Scott, A.C.A.,.@2968; 
63 Swithland Lane, Rothley, Leien LE: 75. 

Ballard, Geoffrey Leonard, A.C.A., @1968; 14 
` Phoenix Court, Chingford Avenue, Ching- 
' fard, London E4. 

Band, Peter Charles, A.C.A., arg68; 29 Thorn- 
tan Road, Ward End, Birmingham 8. 
Barker, Alan Michael, A.C.A., . @1968; 

Hainault Road, Romford, -Essex. 
Barker, Christopher, A.C.A., 41968; 7 Waters 
Drive, Four Oaks, Sutton Coldfield, -Warks. 
Barlow, John Ian, A.C.A., ar968; 18 Gains- 
borough Road, Holcombe Brook, near 
Ramsbottom, Lanes, 
Barnard, William Thomas, A.C.A., arg6&; 32 
Baynard Close; Basingstoke, Hants. 
Berton, Martin, A.C.A., @1968; “The. Maun’, 
Queens Road, Merthyr Tydfil, Glam. 
Basunia, Tamjid Hossain, A.C.A., a1968; 32 
Childebert Road, London, 5W17. - 
Beauprez, Jacques Roland Louis, A.C.A., 21963; 
34 Pembroke Gerdens, London W8. 
Beechey, David Richard, A.C.A., @1968; 46 
el a Road, Bishopston, Swansea, 
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Bishop; Alan Geoffrey, A.C.A., @1968; ris 


Caemawr Road, Morriston, Swansea. 


a Indicates ‘the year of admission to the 
Institute. 


aS Indicates the year of, admission to The 
Society of Incorporated Accountants. 


Firms not marked + or * are composed wholly 
of chartered accountant members of the 
Institute. 


i Against the name 2 of a firm indicates that the 
rm, though not wholly composed. of members 
of the Institute, is composed -wholly of charzered 
accountants who are members of one or another 
of:the three Institutes of chartered accountants 
in Great Britain and Ireland. 


> Against the name of a firm indicates that the 
firm is not wholly composed of members of one 
or another of the three Institutes of charcered 
accountants in Great Britain and Ireland. 
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.Blackþurn,. Robert Allan, -B.SC.(ECON.),. A.C,A. 


63 Lane House; Trawden, Colne, 


Lan 

Blakely, Michael John, A. C.A., a1968; Gu 
Shepherds Way, Liphook, Hat, ` 

Boazman, (Miss) Sonia Frances, A.C.A., a1968; 
38 St Nicolas Park Drive, Nuneaton, 
Warwicks. 

Bond, -Stewart Frederick, A.C.A., a1968; 25 
Blackpool Road, Ribbleton, Preston.. 

Boucault, Denis Francis, A.C.A., a1968; 9 
Quennevais Gardens, St Brelade, Jersey.. 

Boughev, Arthur John, A.C.A., a1968;. -with 
Douglas, Mackelvie, Galbraith & Cò, 
United House, Adderley Street, (P.O. Box 
771) Cape Town, South Africas . 
Bowden, Ian Lewis, B.A.(ECON.), A.C.A.; a1968; 
with rice Waterhouse & Co, 3 Frederick’s 
Place, Old Jewry, London EC2. ` 

Bower, Ian Bruce, B.A., A.C.A., 21968; Flat 3 
30 ‘Thornton Hill, ‘London SWio9. 

Brereton, Piers illiam, A.C.A., @1968; $A 
Heke Hall Road, Wimbledon, -London 

IG. . 

Britton, David Alan, A.C.A., a1968; 6 The 
Chase, Coulsdon, Surrey CR3 2E EG, 

Brooksbank, Raymond Bernard, A.C.A., a1968; 
A Largs Close, Rise Park, Nottingham. : 

Brough, Simon Timothy, A.c.a.; @1968; 28 
Eversley Road, Surbiton Surrey. 

Brown, Eric, B.COM., A.C.A., a1g68; rr Torus 
Road,  Stoneycroft, Liverpool L13 69L. 

Bryson, (Mrs) Heather Jane, A.C.A., a1968; 
. Flat x, 72, Lawrence Lane, Cradley Heath, 
Warley, Worcs. 


l Ari 


Bucquet,: John Aubrey: Lloyd,-A.c.a., @1968; 


“The Hawthorns,’ Butlers Orchard, Kidmore 
End, Oxon. 
Burrage, , Tan Robert, A.C.A., 21968; 62 West- 
bury Road, Woodside Park, London N12. 
Butcher, (Miss) Angela Rosemary, A.A 
a1968; 86 Queens Road, Banbury, Oxon. 
Butler, David John, A.C.A., 1968; 112 Green 
End Road, Hemel Hempstead, Herts, 

Bywater,. Gareth John,: A.C.A., a@1968;. 70 
Chesterfield Close, Northfield, Birmingham 
31. 


Cann, Adrian Godfrey, a axg68; ‘elo 188 
Lyndhurst Road, Lyndhurst, J ohannesburg, 
South Africa. 


Carr, (Miss) Patricia Margaret, A.C.A., a1968; 


.29 Uillsweter Road, Sompting, Lancing, 
Sussex, 

Carter, Alan John, a:c.A. , 21968; 32 Wallwood 
Road, Ley-onstone, London E (A oe 

Carty, James Patrick, 8.sc.(ECON.}, A.C.A., 
a1968; 22 Seymour Read, Hampton Wick, 
Kingston upon Thames, Surrey. 

Chamberlain. Alan Graham, B.COM., A.C.A., 
e a Bertram Road, Liverpool. 17 Liv 


Chapman, Gerald Alan, A.C.A., a1968; 36 
Purley Bury Close, Purley; Surrey. 

Chapman, Lloyd Crendon, A.C.A., @1968; 
Devonport Gardens, Cranbrook, Ilford, 
Essex. 

ee David Frank, A.C.A., ar968; 415 
Upp per Elmers End Road, Beckenham, Kent, 

Chuhan, Abdul Majeed, A:c.a., a1968; 13 
Victoria Square, Newcastle’ upon Tyne 2. 

Clark, Robert Edmund, A.C.A., @1968; 27 


Allenswood, Albert ‘Drive, Southfields, 
London Soco. 

Clarke, Kenneth Robert, a.c.a., at 968 ; 
Apartment 1218, 72 Gamble Avenue, 


‘Toronto 6, Ontario, Canada. 
Clarkson, Martin ` Dury, A.C.A; a1968; o 
Gertrude Street, Nelson, Lancs. ; 
Clements, Geoffrey James, B.A., A.C.A., a@1968; 
4 Prince’s Buildings, Clifton, Bristol 8. 
Cliff, Grahame John, A.C.A., 21968; 46 Faken- 
ham Road. Drayton, Norfolk, NOR EE 
Cockman, Erian David, A.C.A., a1968; 17 
Leverstock Green Road, Adeyfield, Hemel 
. Hempstead, Herts. 

Collingwood, Nigel Ronald, A.C.A., a1968; 55 
SE Road, Harborne, Birmingham 


Conradi, (Mrs) Angela Frances, A.C.A., arg68; 
9 Rinzwood Close, Pinner, Middlesex. 

Cooper, Jokn Douglas; A.C.A., arg68; 28 
_Brancwood Road, Kings Heath, Birmingham 
I4. , 
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Corbett, : Alan „Roger, - 
F. ingwood 
. Dorset. ., : 
Corbett, . John ` Furness: ‘ACA, a1968: 54 St 
James Park Road, St James, Northampton. 
Courts, Leonard David, A.C.A., @1968; 4 
Hillside Gardens, Edgware, Middlesex... 
.Coxey, Michael David, ` AAA 1968; 16 
`- Arnold Avenue, Heywood, Lancs. 
Crook, Peter David, B.SC., A.C.A., @1968; with 
; Pearson, May & Co, 29 ‘Gay Street, Bath. 
Cross, Charles William, a.c.A., DECH ‘with 
"Price Waterhouse & Co, 47 Rue de l'Opera, 
- Paris ze, 
Curzon, Malcolm Samuel, A.C.A., a1968; 114 
Broadfields Avenue, Edgware, ? “Middlesex. 3 


ACA, -a1968; 167 
Road; Verwood, ; Wimborne, 


Dare, John Bruce Reginald, A:C.A., a1968; 
Kings Arms,’ Longham, near Wimborne, 
Dorset. 

‘Davies, Alan Peter, A.C.A., @1968; 245 Honeypot 
Lane, Stanmore, Middlesex. 

Davies, Glynn Gareth, B.SC.(ECON. J ACA., 
arg68; 14. The “Malyons, Thundersley, 
Benfleet, Essex. 

Dexter, -Stephen Kenneth, A.C.A., a1968; 
Lytchett. St Mary, - Lytchett.. Matravers, 

- near Poole, Dorset. . 

Dixon, John Graham, A.C.A.,- 
Bramway, Bramhall, Stockport. 

Dixon, Anthony -Robert, A.C.A, 21968; 79 
Woodland Road, Hinckley, Leics, ~ 

Donati, Marcus Adrian Brownlow, B.A., A.C.A., 
a1968; ‘Touchdown’,; , Whitegate ” Road, 
Minehead, Somerset.. 

Dowdeswell, Peter Graham, A.C.A., a1968; 103 

_ Priory- Road, London NS. 

Dubois, James, A.C.A., a1968; 5 3 Upland Road, 
‘Sutton, Surrey. 

Duli, Robert Frank, A.C.A., ar968: -414 
Stratford Road, Shirley,. Solihull, Warwicks. 

Dunk, Andrew Peter, A.C.A., a1968; ‘Green- 


a1968;. E$ 


V 


` ways’,. The Common, Wilmington, near 
Dartford, Kent. 

‘Dunning, "Alun, A.C.A., a@1968; “Manstor’, 
Gillas Lane -East,. Houghton le Spring, 
County Durham. rans ee 

Eaves, Charles,- Hugh, B.A.,  M.SC.{ECON,), 


A.C.A., 41968; 82 Canfield Gardens, Hamp- 
_ stead, London NW6. 
Ebel, Antony Gerard, LL.B., A.C.A., ar968; 
224A ` Randolph ` Avenue, Maida Vale, 
London Wọ. ` ` 
Ebling, Richard John, A.C.A., arg68; 22 North 
_ Street, Clapham, London SW4. 
Eckhardt, David, A.Ć.A. 81968; I1 Springfield 
. Court, Eton Avenue, Hampstead, London 


NW3. 
Eliwood, Steven John, A.C.A., @1968; 25 
Brabant Road, Cheadle Hulme, Cheshire. - 
Eve, Alan John Denis, B.A., A.C.A., @1968; 
‘Coombe Croft’, Howell Hili Grove, Ewell, 
Surrey. 
Eyron, David Graham, ‘A.C.A. arg68; 386 
_ Coniscliffe Road, Darlington. 


Farrow, Gordon Michael, A.C.A., 21968; 32A 
-Ramsden Road, Balham, London SW12. ` 

Ferzuson, Keith "Berwick, A.C.A., 41968; 111 
Newton Road, Mumbles, Swansea. 

Week Charles U ohn Hamilton, A.C.A., 41968; 

3 Markham Square, Chelsea, London SW3. 

ee William John, A.C.A.. a1968; 51 
Exmouth Street, Swindon, Wilts. 

Freedman, Samuel Kenneth, A.C.A., a1968; 44 
The Circle, Neasden, London NW2. 


Galloway, David Allistair, A.C.A., a1968; 29 
The Ridgeway, Cuffiey, Herts. 

Gamble, ‘Timothy Gerard; B.A., A.C.A., 21968; 
13 West Kensington Court, West Cromwell 
Road, London Wr4. 

Gaunt, Gerald Anthony, A.C.A., a1968; 14 
Highview Road, Sidcup, Kent. 

Ghosh, Sanat Kumar, A.C.A., 21968; 57 Broad- 
. fields Avenue, Edgware, Middlesex. 

Goodson, John Francis, B.8C,(ECON.), A.C.A., 

“ at968; 25 Manor Road, Ruislip, Middlesex. 

Gordon, David Sorrell, B.A., A.C.A., 21968; 
57 Stafford Court, Kensington High Street, 
London W8. 

Gould, (Miss) Josephine: Ann, A.C.A., 21968; 
31 Park Town, Oxford. ` 


é 
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Green, Brian -John, A.C.A., er *‘Skirbeck’, 
Noctorum Road, Birkenhea 

Green, Hugh Michael, A.C.A., ` a1968; Upper 
- Tump Farm, Earlswood, Shirenewton, on, 

Green, John Owen, A.C.A., a1968; 8 Greve 


House Court, North Lane, Roundhay, 
Leeds 8. 
Grossnass, Michael Percy, A.C.A., @1968; 9 


Tenterden Drive, London NW4. 


Hall, Frederic Martin, A.C.A., drob: with 
W. H. Walker & Co, 6 Iddesleigh House, 
Caxton Street, Westminster, London SW. 

Halton, Jeremy Robin, A.C. a a1968; 24 
Gloucester Drive, London N 

Hancox, John Avery, A.C.A., GI 968; ; 46 Adelaide 
Square, Windsor, Berks. 

Harper, John Edward, A.C.A., 421968; 9 Oxhkey 
Court, Oxhay View, May Bank, Newcastle, 
Staffs. 

Harris, Charles Rhodri, A.C.A., @1968; 80 
Newton Road, Mumbles, Swansea. 

Harris, Michael Anthony, A.C.A., 
‘Arranbee’, Clarendon Close, Wyke, 
ingham, Dorset. 

Harvey, Ian Pearce, B.A., A.C.A., @1968; ICIA 
Marylebone High Street, London Wr. 

Headland, Michael William, A.C.A., 41968; 
17 Charles- Avenue, Chilwell, Notts, 

Herman, Ian Michael, A.C.A., 141968; 23 
- Almsford Avenue, Harrogate. 

Hicks, Neil Francis, A.C.A., a1968; 47 Edgeway 
Road, New Marston, Oxford. 

Higgs, Derek Alan, B.A., A.C.A., ‘a1968; Flat 16, 
2 Greencroft Gardens, London NW6. 

Hill, Alan David Alexander, A.C.A., @1968; 81 
GE Mansions, Beaufort Street, London 


SW 

Hirsch. Ronald Josef, A.C.A., arobs: 62 
Cranhurst Road, London 

Hoare, Alan John, A.C.A., a1968; SCH Windmill 
Road, Ealing, London Ws. 

Horsley, John Leslie, A.C.A., drob: 12 St 
Andrews Way, Langford, near Biggleswade, 
Beds. 

Horsley, Leigh, -B.sc.(ECON.), A.C.A., 21968; 45A 
Linden Mansions, Hornsey Lane, London 


drob: 
GH- 


Nó. 

House, Charles William, A.C.A., @1968; 22 
Granville Road, Sevenoaks, Kent. 

House, Philip Glyn, ACGA., a1968: 15 Upper 
Cliff Close, Penarth, Glam. 

Huxster, Robert Francis, A.C.A., @1968; Go 
Basingfield Road, Thames Ditton, Surrey. 


Ince, Alan James, A.C.A., a1968: Flat 6, r39 
Whytecliffe Road, Purley, Surrey. 

Ingle, Brian Charles, "A.C.A, 21968; 24 Cun- 
ningham Drive, Unsworth, Bury, ‘Lancs. 


Jackson, Christopher Francis, A.C.A., @1968; 
60 Farm Road, Chilwell, Beeston, Notts 
NGg 5DA. 

Jackson, David James, 
Northern Grove, Bolton. 

James, Barry, A.C.A., 21968; 193 Preston New 
Road, Blackburn, BBZ 6BN. 

John, Robert Francis, A.C.A., 137 
Heol Lewis, Rhiwbina, Card iff, 

Johnstone, Edwin, B.A. (ECON. L A.C.A., argE8; 
15 Fieldside, Whitburn, Sunderland. 


A.C.A, arg; 4 


a1g68; 


Jones, Michael, B.A., A.C.A., a@1968; 136 
‘Birstall Road, ‘Leicester, LE4 4DF. 
Jung, Syed Mahin Mahmud, 3B.a.(&cow.), 


A.C.A., 21968; 84 Thurleigh Road, London 
SWiz. 


Kelsey, Richard Heneage Morton, A.C.A., 
a1968; Church Hill, Rudgwick, ‘Horsham, 
Sussex. 

Kennedy, Nicolas Charles, B.A., A.C.A:, arg€8; 
6 Longridge Road, London Swe. 

Kerr, Alastair John, A.C.A., drob: Se Shirley 
Road, Hall Green, Birmingham 28 

Kesner, Gerson Richard, ACA., 41968; 295 
Robin Hood Way, London Su ze, 

Kiverstein, Ivor, A.C.A., 21968; 7 Brabourne 
Heights, Marsh Lane, Mill Hill, London 
NW l ' 


o. 
Kyle, David, A.C.A., grob: ‘Fircroft’, 
Houghton, Carlisle. 


Lacey, Peter Edward, A.C.A., a1968; 6 Frithem 
Close, New Malden, Surrey. S 


Leigh, James Bernard, A.C.A., a1968; 


‘McCahill, 


THE 


ACCOUNTANT 


Lakeman, Richard Andrew, A.C.A., @1968; 
‘High Branches’, Collington Rise, Bexhill- 
on-Sea, Sussex, 

s4 Bath 


Street, Rhyl, Flintshire, 


Lester, Martin, A.C.A., 41968; 137 Westfield 


Place,‘Askharn Lane, Acomb, Yor 


Dennis Ronald, A.C.A., ar96; 1 
Clarence Terrace, Bollington, Macclesfield. 
McHale, Henry, M.A., A.C.A. 21968; Flat r, 
Jennifer House, Reedworth Street, Kenning- 
ton, London Sr, 

Mackian, Terence Patrick, A.C.A., arg6&; 94 
Eastcotes, Coventry CNA 9AU. 

Mahmood, Zia, A.C.A., a1968; Haroon Court, 
16 Victoria Road, Karachi, West Pakistan. 
Majumdar, Sailen Krishna, A.C.A., @rg€8; 9 

Epsom Court, Abdon Avenue, Birmingham 


K 29. 

Miles, Andrew Gruszewicz, A.C.A., A1068; 17 
Westcoombe Avenue, Wimbledon, London 
SW2o. 

Miller, Humphrey John, A.C.A., 21968; Go 
Danford Lane, Solihull, Warwicks. 

Mills, David Francis, a.c.a., @1968; Mid 
Wales Villa, Llanidloes, Mon. 

Mills, Ronald Stephen, A.C.A., @1958; A 
Gr Road, Aspley, Nottingham: NG8 


Mitchell, Clive Victor, A.C.A., @1963; 


254 
Nibley Road, Shirehampton, Bristol. 


‘Moore, Peter Robert, A.C.A., @1968; 34 Barr 


chi eae Road, Aldridge, near Walsall, 

ta 

Morel, William John, A.C.A., a1968; ‘Oakfield’, 
Horsley Road, Downside, Cobham, Surrey. 

Morgan, David William, A.C.A., @1968: c/o 
Ellesmere Sand & Gravel Co Ltd, Wood 
Lane, Ellesmere, Shropshire. 

Morgan, Kenneth, A.C.A., a1968; 
Drive, East Acton, London W3. 

Morgan, Peter John, A.c.a., 21968; 40 Speer 
Road, Thames Ditton, Surrey. 

Morris, Paul Stephen, a.c.a., a@ra68: 17 
Princes Park Avenue, Golders Green, 
London NWrr. 

Movahedi, Bahram, 8.A.(ECON.), A.C.A., 21968; 
c/o Miss Abram, N.I.O.C., 132-5 Sloane 
Street, London DW, 

Murphy, Christopher Nicoll Moncrieffe, 
A.C.A. 21968 ; ‘Caldy Chase’, Caldy, Cheshire. 

Myerscough , Norman, B.SC., A.C.A., 21968; 88 
Ashdell Road, Sheffield 10. 

Mynors, Peter Thomas Baskerville, M.A., 
ae a1963; Moseham House, Wadkurst, 

ussex, 


1G Long 


Naik, Nirubhai Dayalji, B.SC.(ECON,), A.C.A., 
a1968; 8 Crane Grove, London N7. 

Nangle, Charles Jocelyn Tichborne, B.A., 
A.C.A., 41968; East Manor, Bramley, Surrey. 

Neate, Hugh Greville, A.C.A,, 41968; Placketts 
Corner, East Coker Road, Yeovil, Somerset, 

Neighbour, John Frederick Thomas, A.C.A., 
arg68; 42 Aberdeen Road,. Edmonton, 
London Ni, 

Newton, Richard John Ernest, A.C.A., a1968; 
Rose Cottage, Burton Road, ‘Streethay, near 
Lichfield, Staffs. 

Northgraves, John Frederick, A.C.A., grob: 10 
_ Mead Street, Ings Road, Hull. 


Oakley, David John Philip, 4.c.a., ara6&; go 
Barons Keep, Gliddon Road, London W i 

O'Neill, Eugene Malcolm, A.C.A., 21968; 
Fortis Court, Muswell Hill, London N:o. 

Owen, Geoffrey Cooper, A.C.A., 21968: ‘Holly 

' Green’, Brookledge Lane, Adlington, Mac- 
clesfield. 

Owen, Richard Lawrence, A.C.A., @1968; I4 
Harford Walk, Hampstead Garden Šuburb, 
London N2. 


Pallin, Farrer Jonathan Paul rees A.C.A., 
&1968; ro Watford Road, Radlett, Herts. 

Palmer, George Ivor, A.C.A., @1968; 103 Main 
Street, Higham-on-the-Hill, near Nuneaton, 
Warwicks. - 

Parker, Robert Stephen, A.C.A., a1968; 6 
Hastings Avenue, Barkingside, Ilford, Essex. 

Pavey, David William, A.C.A., argó8; 62 
Corporation Road, Westham, Weymouth. 

Paye, Ian Michael, A.C.A. , 21968; ro Lakehall 
Road, Thornton Heath, Surrey. 
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Payne, Withbert Walter, A.C.A., a1968; with 
Hagley, Knight & Co, 2 Suffolk Lane, 
Laurence Pountney Hill, London EC4. 

Peace, Michael John, A.C.A., a1968; 10 
Albert Road, Breaston, near Derby. 

Peat, . Clifford John, A.CVA., 21968; 4 Stratton 
-Place, White Lion Road, Amersham, Bucks. 

Perdeaux, Robert, A.C.A. , 1968; 12 York Road, 
Leyton, London Ero. 


Phillips, Richard Horby, A.C.A., @1968; 6r 
Wolfreton Lane, Willerby, Hull, ; 
Piper, John Francis, A.C.A., a21968; 16 Farren 


Road, Forest Hill, London SE23. 

Pittman, William Francis. A.C.A., @1968; 65 
Tiverton Drive, New Eltham, London SEo. 

Pomeroy, Brian Walter, B.A., A.C.A., @1968; 
Flat 35, 59 Weymouth Street, London Wr. 

Pomeroy, Simon Robert Valentine, B.A., A.C.A., 
a1968: The Old House, Sutton Courtenay, 
Abingdon, Berks. 

Porter, Thomas Brian, A.C.A., arg68: 3 
Castlemaine Avenue, Ewell, Epsom, Surrey. 

Porter, Trevor Ernest A.C.A. arg68: Flat 21, 
Havelock Court. 15 Havelock Street, 
Blackpool. 2 

Powell,. Martin Derek, A.C.A., a1968; 120 
Norman Road, Smethwick, 41 Warley, 
Worcs, 

Purdy, Derek Ernest, A.C.A., 21968; 2 Clifford. 
Avenue, Clayhall; Essex. 


Ratcliffe, Paul Adrian, A.C.A., a1968: ‘Carwood’, 
Wyatts Road, Chorleywood, Herts. 

Reynolds, Timothy Edward, A.C.A., 41968; 23 
Camden Road, Bristol, BS3 IQA. 

Richards, Richard William Thomas, A.C.A., 
arg68; 11 Ethelworth Court, 149 T ulse 
Hill, London SW2. 

Richardson, ‘Thomas, A.C.A.,  a1968; ro Bird in 
Hand Lane, Bickley, Kent. 

Riley, David, A.C.A., a1968; 121 Hempstalls . 
Lane, Newcastle, Staffs. 

Rimmington, Richard Leon Edgar, B.A.{ECON.), 
A.C.A., 41968; 18 Thornhill Road, Heaton 
Mersey, Stockport. 

Rogers, Andrew Mitchell, A.C.A., a1968; 1 

_ North Road, Kirkburton, Huddersfield. 

Rooker; Malcolm Francis, B.A., A.C.A., 21968; 
‘Green Shutters’, Cannock Road,. Stafford. 

Rookes, Michael Sydney, a.c.a., @1968; 
Flying Horse Inn, Wonford, Exeter, Devon. 

Ross, Philip, B.COM., A.C.A. ax968; 49 Child- 

- wall Park Avenue, Liverpool 16 

Rotherham, Duncan, A.C.A., a1968: cjo Carlton 
Contractors Ltd, Carlton House, Ashley 
Road, Epsom, Surrey. 


Sage, (Miss) Norma Julie, A.C.A., a1968; 124 
Belmont Road, Portswood, Southampton. 
Sampson, John Alexander, A.C.A., a1968; 152 
Dawlish Drive, Seven Kings, Ilford, Essex. 
Scapens, Robert William, A.C.A., a1968: 3 
Lymmington Avenue, Lymm, Cheshire. 
Scott, Michael John, A.C.A., a1968; with Peat 
Marwick, Mitchell & Co, rr Ironmonger 
Lane, London ECz2. 

Shah, Sanjay Babubhai, B.SC.(ECON.), A.C.A., 
a1968: Breach, Candy House, Bombay 26, 


India. 
Shand, Roderick James, B.A., A.C.A., @1968; 
‘Warrenhoe’ , Bengeo, Hertford, Herts. 
Shelley, Geoffrey David, A.C.A., a19g68; 18 
Barclay House, Well Street, Hackney, 
_ London Fo, 
Shooter, Alan, A.C.A., 21968; 185 Lambeth 
Walk, Lambeth, London. SEI. 
Simpson, Jack Mitchell, A.C.A., drob: 269 
Ge Road, Norbury, London, 
W16 


Simpson, Robert Gordon, _B.cOM., A.C.A., 

- a1968; 1 Longroyd Avenue, Leeds 11. 

Sims, Keith James, A.C.A., 21968; Ground Floor 
Flat, 4 George Street, Derby DE: 1EH 

Slade, Andrew James, A.C.A., a1968; ‘Gates 
Garth’, Sandy Way, Cobham, Surrey. 

Smith, Colin Leslie, A.C.A., a1968; 49 Sea 
View Road West, Sunderland. 

Smith, Ian Roger, A.C.A., a1968; 6 Portway 
Close, Solihull, Warwicks, 

Snowball, Joseph, A.C.A., @1968; 34 Broad 
Street, ‘Canton, Cardiff CFr 8BY. 

Spicer, ‘Robert Patrick, A.C.A., a1968; The 
A pee House, Rogate, near Petersfield, 

ants 
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‘Stacey, Anthony Edward, A.C.A., a@1968; 
Bad wae Crofton Avenue, Orpington, 
nt. 


Stapleton, Peter, A.C.A, , a1g68; 20 St Hilda’s 
“Avenue, ‘Grimsby. 

Stentiford, Peter Brian, A.C.A., a1g68; 19 
Clockmill Road, Walsall, Staffs. 

Stevens, Graham ‘Aathony, A.C.A., 21968; 348 


Dorchester Road, Redlands, * Weymcuth, 
Dorset. , 

. Stevenson, John . Peter, A.C.A., a1968; 24 
Wendover Road, Bromley, Kent. 
Stimson, John Brian, A.C.A, a@1968: 44 


Recreation Avenue, Harold Wood, Essex. 
Sweet, Robert James Bruton, A GA. a1968; 
228 Rosary Gardens, London, SW7. 
Syron, Paul Anthony, A.C.A., arg68; 
Lemington Gardens, Ponnan eer 
upon Tyne 5. l 


Tanner, Keith Michael, A.C.A., arg68; “Lul- 
warth’, Beechenlea Lane, ‘Swanley, Kent, 
Taylor, David ‘George, A.C.A., @1968; 108a 

Tollington Park, London N4. 
‘Taylor-Jones, Michael Kenneth, B.A., A.C.A., 
arans, 34 Woodmere, Court Road, London 


Thomas, Rhys Gifford, B.SC.{ECON.), A.C.A.; 
aro68; Campden Hill Mansions, Edge 
Street, ensington, London W8, 

Thornton, (Mrs) Marion, A.C.A., a1968; e 
Vicarage Close, Burton-in-Kendal,..Carn- 
forth, Lancs. 

Tish, Harvey Lester, A.C.A., 41968; 43 Perk- 
holme Road, Hackney, London ER. 

‘Troyna, Lawrence Joseph, B.COM., A.C.A., 
a1968; 6 Bedford Court, Mowbray Road, 
Upper Norwood, London SExg. 

Turgoose, John, A.C.A., 21968; ‘Glenwood’, 
ies Road, Riverhead, Sevenoaks, 

Turnbull, Brian Phipps, B.A., A.C.A., a1958; 
20 Harleyford Court, London SErr. ` 

Twist, Neil Nicholas, B.A., A.C.A., 41968; IIA 
` Spencer Road, London SW18. 


Walkéen, Rodney, A.C.A., 21968; 248 Frederick 
Street, Oldham. 

Wallis, Keith ` Stewart, A.C.A., ar68; 37 
Myddelton Park, Whetstone, London Nao. 

Walters, William Huw, ACA., axg68; 32 
Audley Road; Ealing, London Ws,’ ` 

Warren, Robert Nicholas Christian, A.C.A., 

` ‘41968; c/o National Provincial Bank Ltd, 42 
Leicester Square, London WC2. 

Warry. John Lyndell, B.SC., A.C.A., a1g€8; 
‘Little. Orchard’, Church Road, Easton-in- 
Gordano, Bristol. 

Waters, Andrew ‘John, A.C.A., 41968; 14 
Nevill Avenue, Hove, Sussex. 

_ Watkins, Nien B.A., A.C.A., G@1968; with 
.. Moore, Stephens Ar Butterfield, . Vallis 
Buildings, PO Box 788, Hamilton, Bermuca. 

Webb, Roger, A.C.A., @1968: 11 Crawford 
. Avenue, Bants Lane, Northampton. 7" 

Were, Julian Leslie, A.C.A., a1968; with Peat, 
Marwick, Mitchell. & Co, 20 Rue Louis-Le-. 
Grand, Paris 2e. ` i 

- West, ` Brian William, A.c.A., a1968; 21 Pond 
Hills Lane, Arnold, Nottingham. - 

Whitman, John David, B.A., A.C. a ax968; 66 
Myddleton Square, London EC l 

Wilkinson, Graham John, A.c.a., E with 
` ‘Peat, Marwick, Mitchell & Co, PO Box 123. 

, Nassau, Bahamas, 

Willcox, Frederick, A.C.A., Grof: oi. Tane End 
Road, Sands, High Wycombe, Bucks. 

Winters, Anthony Tan, A.C.A. @1968; ot 
. Brandwood: Road, Kings Heath, Birmingham 


14. S 
Wong, Hong Yuen, B.A., A.C.A. a1968; 18 
Rosary Gardens, London SW7: 
Wood; Peter’ Michael, B.COM., ACA., E 55 
Lynwood Avenue, Windhill, Shipley, Yorks. 
Wood, Peter Scott, A.C.A., a1968; s Waverley 
Roed, Stanwix, Carlisle. 
Woodford, Malcolm James, A.C.A., @1968; 37 
Bees. Road,. Harefield, Southampton 
2 


Worrall David Radcliffe, SA, A.C.A., 419683,’ 


with Ashton: & Worrall, 6 Howard Street, 
Glossop, Derbys, SK13 GDD 

Wrage, Martin ‘George, A.c. ‘oe -ar968; 262 
,“Kinberworth Road, Rotherham. 


Gaskell, 
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Fellowship -. oe 


The-Council granted applications from 
13 associates to become fellows under 
clause 6 of the EES Royal 
Charter. 


de 


Incorporated Accountant 
Member Becoming Chartered 


Accountant 


The Council granted an application 
from the following incorporated ac- 
countant member to become a Char- 
tered Accountant under bye-law 129: 


Sharp, John Alwyn, ACA. Johannesburg. 


Members Commencing to 
Practise , 

The Council received notice that the 
following members had commenced to 
practise: 
R. H. 


Baker, John Walter, A.C.A., @1966; 
March Son & Co, Westgate House, Spital 
Street, Dartford, Kent. 

Earrie, Tan Melvyn, ACA, @1966; A. E 


Limehouse & Co, 24 Market. Place, Rugby, 
Warwicks, 

Bernstein, David Alan, A.C.A., a1966; Bright, 
Grahame, Murray & Co, 
Howland Street, London Wz. 


Berry, Bernard Malcolm, F.C.A., 01937; 24` 


Hamilton Road, Felixstowe, Suffo 
Bickerdike, Eric Arthur, F.C.A. , 41931; Carline, 

Watson, Bird & Co, 57-59 Saltergate, 

Chesterfield, Derbyshire. ? 

Bradford, Philip Taylor, A.C.A., a19 $9; 31 Lings 
Lane, Wickersley, Rotherham, Yorkshire. 
Bradley, John Neil, a.c.a., a1964; Trenfield, 

Williams Partners, Westrym House, 
peren D Lane, Westbury on Trym, Bristol, 
RE ‘Bernard Arthur, A.C.A., 21960; Clark, 
Battrams & Co, 6 Eidon Street; London EC2. 
Bruff, Peter Frederick James, A.C.A., ‘21967; 37 


Beverley Road, Ruislip Manor, Middlesex, ` 
Barges, Robin Edwerd, A.C.A., 21959; Wickham: 


unt & Co, Pearl. Assurarice Kee Brand 
‘Street, Hitchin, Herts. 


Campbell, Alister Marshall,. A.C.A., .@1962: 
N. T. O'Reilly & Partners, 28 Pott fand 
Square, Carlisle. 


Chapple, Brian Bedford, A.C.A., 41963; Angus, 
Campbell & Co, Ling ‘House, 10-13 Doinin- 


ion Street, London EC2.. ` 

Ccates, John James Digby, . F.c.a., 41955; 
Carline, Watson, Bird & Co, 57—5ġ Saltergate, 
Chesterfield, Derbyshire... 


Denser, Anthony Jack, A.C.A., a1958; Silver 
tman & Co, High Holborn House, 52-54 
. High Holborn, London WC1. 
De Putron, John Whitehead, MA... F. GA. 


"erosf: +G. N. Read, Son. & Cocke, Hirzel 


Court, St Peter Port, Guernsey, Cr. 


Dunk, Tohn Julian, A.C.A., a1968; Slaney, Dunk 


‘Co, St, Peter’s Chambers,- 14 Campo 
~ Lane, Sheffield, Sr 2EF 
Durrans, Peter Gunston, F.C.A., 
Brooking, Lawrence & Co, Lloyds Bank 
Chambers, Basingstoke, Hants. SE 


East, David Henry, A.C.A., 41962; 39 Pierson ` 


Road, Windsor, Berks, 
Ezra, Lancelot Joseph, F.C.A., @1935: L. Pira 


Victoria House, Southampton Row, 
London WC1. 
Foster, Keith James, B.A., A.C.A., ` 21964; 


enham,: Major & Clarke, : 89 Cornwall 
Street, Birmingham, 3. 


John Robert, B.A.(ECON.), A.C.A., 
arg6o; John Fairhurst & Tyrer, 15 Bridge- 
man Terrace, ‘Wigan, Lancashire. 

Green, David John aig a A.C.A., a1965; 
Harker, Holloway & Co, 8 
London WC2. 
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Howland House, .. 


41955; Porter, Toha Michael, ASA, 


Anderson & Son, Eagle Star House, Wynn-. 


9 Kingsway, 


Griffin, Roger, LL.B., A.C.A., 21965; B. Sugden 
& Co, 63 Athol Street, Douglas, Isle of Man. 
Grcver, Paul John,, A.C.A., @1962; Couch 
Kiga & Co, 35 Woodside Road, Amersham, 


oui ` Mis Myra Winifred, F.C.A., aS1936; 
Guild ;& Co, 15. Viking Way, Mudeford, 
Christchurch, Hants. + 


Hadfield, Michael ‘Arthur, A.C.A., ae e 
Carline, Watson, Bird & Co, ‘57-59 Salter- 

- gate, ‘Chesterfield, Derbyshire. 

Har-is, vid - John, A.C.A., 81966; David 

` Harris & Co, 39 Barn Way, Wembley Park, 
Middlesex. - 

Hasnain, Masood-Ul, M. 


A.C.A., | 41965; 


Hasnain & Co, 14 Prospect Road, Moseley, 


Birmingham 13. 
Haworth, si ohn, F.C.A., 41947; Little & Co; 22 
Broad ‘Street, Hereford. . 


Holmes, Michael Anthony, A.C.A., arg68: 34 


Mountfield Avenue, SE Nottingham, 
NSio0 5LS. 


_ _ Jenkins, David Stannard, A.C.A., 21968; R. H. 


March Son & Compa 
‘Cennon Street, London 
Jenk-ns, Patrick Neil Reginald, A.C.A., , a1966; 


on ae at College Hill, 


201 Lauderdale Mansions, “Lauderdale Road, 


Lcndon Wo. 
Laing Stephen ` Gentes: M.A., A.C.A., Tvoo: 


& Co, 87 Lord Street; Liverpool, Le 


E. - 


Lewis, David Harold, A.C.A., a1962; Thornton, 


Baxer & Co, 33 Coton Road, Nuneaton. 
Linden, Frank Sidney, F.C.A., 41953; 5. Sterry 
Drive, East Molesey, Surrey. 


McGlashan, John Braithwaite, A.C.A., 219633, 


R. F. Frazer & Co, The Corn, Exchange, 
' Fenwick Street, Liverpool 2. 

Machell, Ronald, A.C.A., 1965; 
Altman & Co, High Holborn House, ` 52-54 
‘High Holborn, London WC. 

McKie, Robert Alastair, A.C.A, @1965; 
.*Galbraith, McEwan & Co, 10 Barns Street, 
“Ayr, Ayrshire. 


Macmillan, John Eric, A.C.A., 21966; Thornton, ~ 


Baker & Co, Charter House, Commercial 
‘Road, Portsmouth, Hants. * 5 
McPkerson, Donald Victor, ¥.c.A;, 41947} 39 
High Street, Rottingdean; Sussex, BN2 JHE. 
Mattkews, Donald Reginald, F.C.A., J.DIP.M.A,, 
a1g53; Seat, Marwick, Mitchell & Co, 
Austral House, Basinghall Avenue, London 
ECz2. 


. Maumiers, John Henry, A.C.A; ar967; D, A. 


Palmer & Co, 86-88 Richmond Road, 
Kingston u on ‘Thames, Surrey, 


Mitcham, Arthur John, A.C.A., 21964! Tunnard 
Meed 


& Turner, 8 
“John Mitchell, 


The Crescent, 


Moore, A.C.A., 


Stephenson Smart & Co, 3v. Market "Pl a 


- Spalding, Lincs, 


Norris, Brian Geoffrey, ACA arg62; C. 
Nutzall,, Shenton &-Co, 26 
Blackpool. 


Perkins, Michael ‘Alan, A.C.A., SE Robert 
Grimley. & Son, 30 Park Row, Nottingham’ 
- Roderick, a1968: 


Pinner, A.C.A., 


= nena Street, Oldbury, Warley, 


Mee David John, A.C.A., a1966; Farmiloe EN 
Co, 5t Martins House, Bull Ring, Birming~’ 


ham 5 
a1963; V. R. 


stay Road, Colwyn Bay, Caerns, North 
Wales. ate 
Potts,.Ian William, A.C.A., @1966; W. L. 


Jackson & Hesketh, 829 Corn Exchange 
Builcing, Fenwick Street, EEN L2 
7RI. . 


Prowting, Kenneth. David J ack, A.C.A, AI 964; 


Trenfield, Williams & Partners, Waters Lane, 


Westbury on. Trym, Bristol, BSg AAA. 


Randall, John Alexander, SBS 
Crumpton, Homer & Co, 402 Stourport 
Road, Kidderminster, Worcs. 


Rees, David Malcolm, A.C.A., a1966; Piker 


. Loveless & on 40 London Road, St Albans, 
Herts. 


= 687 


Silver,. 


King sareei 


; « Pinner, 
Darlington & Co, Midland Bank Chambers, 


a1967; 


E 


d 
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Salt, William, B.COM., A.C.A., arg64; Knox, 
Franklin & Co, 16 Irving Street, ‘Leicester 
Square, London WC", 

Sebire, David John, a.c.a.; 21966; +Geo. Little, 
Sebire & Co, Adelaide House, ‘London 
Bridge, London EC4. 

Singer, Bryan Michael, A.C.A., 21967; Bryan 
Singer & Co, 117 - Castellain Mansiors, 
Maida Vale, ‘London W 

Strover, John Yates Richard, AA, 219643 
Charles Eves, Lord & Co, 19-21 Moorgate, 
London ECz2, 

Sweeney, Francis Joseph, A.C.A., @1960; 
Stubbs, Parking & South, 67 Centzal 
Buildings, 41 North John Street, EE 
L2 6RX. 


Tointon, Michael Hale, B.A.(ECON.), A.C.A., 
arg65; Sunderland; Driver & Co, 60 
Devonshire Street, ‘Keighley, Yorks. 

Townend, Michael . Harvey, A.C.A., argz8; 
Porter, Matthews & Marsden, 43 Preston 
New Road, Blackburn, Lancashire. : 


Ussher, Joseph Rolland, A.C.A., e1959; J. R.. 


Ussher & Co, PO Box 6014, Accra, Ghana. 
Warden, Charles Humphrey, AA. @1963; 


Warden & Co, 1432 Warwick Road, Knowle,’ 


Solihull, Warwickshire. ` 
Warden, Mrs Josephine Zoë, A.c.a., a1g615. 


Warden ër Co, 1432 Warwick Road, Knowle,. 


Solihull, Warwickshire.. 

Watkins, "Alan Peter, A.C.A., @7962; - Keith 
‘Callaway & Co, 2 Riversdene, Tarrant 
Keynston, Blandford Forum, Dorset. . 

Welton, Anthony, A.C.A., 41963; EE 
Stacey & Co, 87 Whiting: SR Bury S 
Edmunds, Suffolk 

Whittome, Giles Heathcote, 
Dixon, Wilson, Tubbs & Gillett, Gillett 
House, 55 Basinghall Street, London EC 

Wilding, John Richard, A.C.A. , a1066: Wilding, 
Hudson & Co, 56 Buckingham Gate, 
London SWr. . 

Willoughby, Philip John, A.C.A., arg64; Clark, 
Parramn & Co, 6 Eldon Street, London 


Wright, Barry Lendon, ECA: groe?" Thomas 
May & Co, Allen House, Newarke Street, 
Leicester LES SC. 


Yeatman, Miss Gillian Margaret, B.SC., A.C.A., 
. a1967; Yeatman, Melbourn. Co, 68 
- Coleman SESCH „London a BCS. 


Re-admissions to Membership 


Subject to payment of the amounts re- 
quired by the Council, two former 
members of the Institute were re- 
admitted to membership under cleuse 
23 of the supplemental Royal Charter 
and one former member under bye-law 
38. One application under. bye-law 38 
was refused. 

It was reported: to the Council that 
the following re-admission, made at the 
Council meeting’on October 2nd, 1968, 
subject to payment of the amount re- 
quired, had become effective: : 

Gold, Sidne EA i 
patie ford, ee CH fton Road, Newbury 


D WW? 


Resignations `. ~. 


The Council accepted the resignations: 


from membership of the Institute of: 


Crowley, “Francis Joseph, F.C, A, »» arg28; “215 
N. Birch: 
Florida; USA (Retired). - 

Hibbert, George Albert, F. CAL, aS1928; . 27 
Denton Road, Audenshaw, near Manchester. 


Mossman, Percy Matthew; F.CiA., @19273 2 


-Mount Street, Taunton, Somerset. ~ 
Stephan, Charles ` ‘Rupert’ ‘Bickerdyke-Cook, 
“F.CiA., @1938;~ Chief Accountant, 
Rhodesian‘. Milling “Co SE ri rate) Lid, PO 
Box 8163, Causeway, Rhodesia. Sec 


ACA, a@1g68; 


Road, Fort Lauderdale 33304," 


EN 


THE 


ACCOUNTANT 


Thomas, Clarence Henry, F.C.A., a1932; 
‘Sheen’, West Bay, Bridport, Dorset. 
Wrigley, George Arthur, F.C:A., @S1920; 25 


Branksome Crescent, Bradford 9. 


Deaths of Members 


The Council received with regret the 
Secretary’s report of the deaths of the 
following members: 


Aldred, Thomas Poulton, F.c.a., Worthing. 

Baker, Frederick -Charles, F.C.A., Wolver- 
hampton. 

Bangham, Harold ecco F.C.A., Swansea. 

Binns, Norman James, F.c.a., Newcasile upon 


Tyne. 
Briggs, Thomas Edwin, F.c.a., Leeds. 
Compton, Cyril Glover, F.C.A., Boston, Lincs. 
Cowlan, Robert George, F. C.A., London. 
Fletcher, Robin, A.C.A., Doncaster. 
Franklin, William Longden Stuart, F.S.A.A., 
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Great Brak * ‘River, Cape Provirice, South 
Afr:ca, 
Grant, Leslie Ian, M.B.E., M.M., F.C.A., London. 
Groves, John William Marks, F.c.a., London," 
Heald, Stanley, F.c.A. , Georgetown, ‘Guyana: 
Jackson, James ‘Henry, F.C.A., éd Lancs.. 
Johnson, John Crooke, F.c.a:, Wig 
Layton, George Arthur Frederick, 
utton, Surrey. 
Lee, Harry, F.c.A., Bolton, Lancs, ` 
EE Philip John, A.C.A. Whitstable, 
ent ' 
Nicholson, Norman, 
Northumberland. 
Rank:n, William, F.C.A., Liverpool. 
Tope, Edward Victor, A.C.A., Plymouth, 
Trapo, Norman Henry, F.C.A., Stanmore, 
Middlesex. ` : 
Windebank, William, F.C.A., Sutton, Surrey. 
Wilkins, Percy George, F.C.A., Calne, Wilts. 
Winn, John, F.c.A., Monkseaton, Northumber- 


F.C.A,, 
F.C A.s 


Tynemouth, 


and, 
Winr, Robert, F.c.A., Newcastle upon Tyne. 


e C FINDINGS AND DECISIONS OF THE 
DISCIPLINARY COMMITTEE 


Findings and Decisions of the Disciplinary Committee of the Council of 
the Institute at hearings held on September 5th, 1968 


A formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute to the Disci- 
plinary Committee of the Council that 
Brian Edward Coulthard, a Fellow of 
The Institute of Chartered Accountanis 
in England and Wales, was at Assizes on 
the 29th April 1968 convicted upon his 
own confession of making false state- 
ments with intent to defraud and to the 
prejudice of Her Majesty the Queen 
and the Public Revenue (4 counts) and 
was fined £50 on each of the said 4 
counts and was ordered to pay £200 
costs, so as to rendér himself liable to 
be excluded or suspended from 
membership of the Institute or to be 
reprimanded or admonished. The Com- 
mittee found that the formal complaint 
against Brian Edward Coulthard, F.c.a., 
had been proved’ and the Committee 
ordered that Brian Edward Coulthard, 
F.C.A., of 147 High Street, Ufracombe, 
Devon, be excluded. from membership. 
of the Institute. l 


A formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute to the Disci- 
plinary Committee of the Council that 
Laurence Maurice Kershaw, a Fellow 
of The Institute of Chartered Account- 


ants in England and Wales, had been 


guilty of acts. or defaults discreditable 
to a member of the Institute within the 
meaning of Clause 21 ‘sub-clause (3) 
of the supplemental Royal Charter in 
that he was on the 12th December 1967 
in Canada, convicted of (a). four 


charges of making false or deceptive. 


statements in.a Return filed as required 
by the Income Tax Act, RSC 1952 c. 
148 and (b) one charge that being a 
Director of a limited compariy he did 


participate in. the commission of an: 


offence by the said company’ in that it 
made false or deceptive entries in the 


recards or books of account of the said 
company contrary to Section 132 (1) (c) 
of the Income Tax Act, and in respect 
of each of the four charges referred ‘to 
in fa) above he was sentenced to a 
term of one day’s imprisonment (con- 
current) and to pay the sum of $1500 
and in respect of the charge in (b) above 
he was sentenced to pay the sum of Sec, 
so as to render himself liable to be 
excluded or suspended from member- 
ship of the Institute or to be repri- 
manded or admonished. The Committee 
found that the formal complaint against 
Laurence Maurice Kershaw, F.c.A., had 
been proved and the Committee ordered 
that Laurence Maurice Kershaw, F.C.A., 
of 1386. Nicola Street, Vancouver, 
British Columbia, Canada, be excluded 
from membership of the Institute. 


A formal complaint was preferred by 
the Investigation Committee of the 
Council of the: Institute to the Disci- 
plinary Committee of the Council that 
a Fellow of The Institute of Chartered 
Accountants in England and Wales had 
been guilty of acts or defaults dis- 
creditable to a member of the Institute 
within the meaning of Clause 21 sub- 
clause (3) of the supplemental Royal 
Ckarter in that (a) he failed to take any 
action’ or ensure that any action was 
taken in response to repeated requests 
made by the. solicitors for a former 

client of his firm for information’ in 
relation ‘to certain’ transactions in which 
such client was involved (b) he failed to 
answer or take any-action in response to 
two letters dated respectively 13th. May 
1968 and 29th May .1968 from. an 
Assistant ‘Secretary of the Institute 
with reference to the complaints: made 
against him by the said solicitors, so ‘as 
to render himself liable to be excluded 
or suspended from: membership of. the 
Institute or’ ‘to “be ` reprimaridéed ` or 
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admonished. The Committee found 
that the formal complaint had been 
proved under both headings and the 
Committee ordered that the member be 
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reprimanded but considered that there 
existed special circumstances justifying 
the omission of his name from the 
publication of the Finding and Decision. 


Finding and Decision of the Disciplinary Committee of the Council of the 
Institute at a hearing held on October 3rd, 1968 


A formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute to the Disci- 
plinary Committee of the Council that 


a member of the Institute had failed 
to pay the subscription payable by him 
under Clause 11 of the supplemental 
Royal Charter and bye-law 41 in respect 
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of the year 1968 for four months after 
the same had become due, so as to 
render himself liable under Clause 21 
(7) of the supplemental Royal Charter 
to be excluded or suspended from mem- 
bership of the Institute or to be 
reprimanded or admonished. ‘The 
Committee found that the formal 
complaint had been proved and the 
Committee ordered that the member be 
admonished but considered that there 
existed special circumstances justifying 
the omission of his name from the 
publication of the Finding and Decision. 


Growing Burdens on the Profession 


Lord Kindersley’s Comments at London Dinner 


HE most striking occurrence in the 

last half-century concerning char- 
tered accountants had been their 
growth of responsibilities, said Lord 
Kindersley, C.B.E., M.C., chairman of 
Rolls-Royce Ltd and a director of 
Lazard Brothers, merchant bankers, 
speaking at the 51st annual dinner of 
the Association of Scottish Chartered 
Accountants in London, held at the 
Savoy Hotel on Monday of last 
week. 

In the 19th century the work was 
glorified book-keeping, but today the 
chartered accountant was an integral 
part of every business, great or small. 
During his years in the City he had 
watched the accountant’s image grow- 
ing continuously until today it stood 
very high in the community. 


Role of the accountant in 
take-over bids 


Lord Kindersley, who was proposing 
the toast of the Scottish Institute, re- 
ferred to the role of accountants in 
take-over bids and said that they must 
exercise great care to avoid being 
toppled from their pedestal. The 
present state of take-over bids, he 
declared, frequently deteriorated into 
‘Dutch auctions’, and was dangerously 
close to bringing the good name of the 
City into disrepute. 

There had been occasions in the past 
year or two where profit estimates 
put out to persuade the unsuspecting 
shareholder to resist a take-over bid 
had, after the heat of the battle had 
died down, dwindled in one case by as 
much as {9 million at the next profit 
statement. 


The explanation had been that it was 
a matter of judgement as to how those 
profits should be assessed, but, asked 
Lord Kindersley, was that really good 
enough for the bewildered shareholder? 
Was it good enough for the merchant 
banker and the chartered accountant? 


One yardstick 


He submitted that the use of a 
different yardstick for estimating pro- 
fits was not a valid excuse for so large 
a discrepancy and suggested that per- 
haps all the United Kingdom major 
accountancy bodies might examine the 
possibility of adopting a yardstick, or 
formula of profit estimates, acceptable 
to all concerned which would sweep 
away the cobwebs of uncertainty. If 
they could do that the whole business 
community would be indebted to 
them, he declared. 

Responding, Mr J. A. Stewart, C.A., 
President of The Institute of Chartered 
Accountants of Scotland, said that 
Lord Kindersley had paid tribute to 
the Scottish Institute in a very sincere 
manner and he said that he would not 
wish to cause any unrest in England by 
making claims about his Institute. 
There were professional rivalries, but 
there was no doubt over the last few 
years all the major accountancy bodies 
had co-operated, and certainly the 
relationships between the Scottish 
and the English institutes had never 
been better. 

There were, he said, differences 
here and there, but all those who had 
to deal with the Scottish, let alone 
Scottish chartered accountants, learned 
in time that there was a Scottish point 


of view. Where there was an under- 
standing of the underlying reasons for 
that, then respect was likely to come. 
Other people did not always realize, 
as an Edinburgh writer had pointed 
out, the intense feeling for the land of 
Scotland which formed so large an 
emotion in the Scottish character. 
Thanking Lord Kindersley for his 
remarks, he said he was sure the 
members would agree that they could 
afford to bask modestly, but with 
pride, in the glow of his tributes. 
Praise and kindly words were all the 
sweeter when they came from outside. 


Growth of the Society 


Referring to the growth of the 
Association of Scottish Chartered 
Accountants in London, Mr Stewart 
said that whatever initial struggles the 
Society had, it would seem from the 
guest list that it had made a niche for 
itself in the City. 

Mr Stewart said that he hoped the 
Association would go from strength 
to strength, and that the members 
would continue to remember their ties 
with Edinburgh and be as willing as 
always to assist in the work of the 
various committees. 

The guests were welcomed by Mr 
W. R. S. Ritchie, c.a., who said they 
included representatives of the law, 
insurance and banking. He particularly 
welcomed Sir Arnold France, Chair- 
man of the Board of Inland Revenue, 
Mr C. M. P. Brown, Second Per- 
manent Secretary, Board of Trade, 
and the Rev. Dr J. Fraser McLuskey, 
Minister of St Columba’s Church of 
Scotland. 
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Three Principles for Professional Men 


LL the professions were at present 

having to face a barrage of 
criticism, and were asking themselves 
to what extent they should change their 
ideas and procedures, said Mr H. H. 
Monroe, Q.C., proposing the toast 
of The Institute of Chartered Ac- 
countants in England and Wales and 
the Accountancy Profession at the 
annual dinner of the South Eastern 
Society of Chartered Accountants in 
Brighton on Friday of last week. 


High standards 


Whatever modifications might be 
thought necessary, he went on, the 
professional man would still have to 
bear uppermost in mind three prin- 
ciples: duty to the community; duty 
to client; duty to the profession. 

The Institute provided a set of 
standards which were not subservient 
to any interest and which were subject 
only to the exacting demands of those 
high standards, 

Replying to the toast Mr Stanley 
Dixon, M.A., F.C.A., President of the 


Institute, said chartered accountants 
had a reputation second to none for 
integrity; this was their most valuable 
asset. 

Increasingly, he said, clients looked 
upon the chartered accountant as a 
guide, philosopher and friend; one to 
whom they could open their hearts 
and with whom they could discuss 
the innermost secrets in the full 
knowledge that they could do so in 
complete confidence. 

It was not merely in the complicated 
business of taxation that clients needed 
help but in many aspects of everyday 
life; and he suggested that before they 
embarked on any major project, they 
should take an accountant into their 
confidence. 

Referring to the current discussions 
on the future of the accountancy pro- 
fession, Mr Dixon said that many 
smaller practitioners feared that they 
might be crushed between the upper 
millstone of the big firms and the 
nether millstone of the proposed 
licentiate accountants. 

Such fears were quite groundless, for 


in his view there would always be a 
place for the personal service of expert 
advice and counsel which the small 
practitioner was able to provide. 

Proposing the toast of the guests, 
the President of the South Eastern 
Society of Chartered Accountants, Mr 
W. R. McBrien, F.c.a., welcomed Mr 
Dixon as a man whose declared aim 
was to find out what members were 
thinking and to make sure they knew 
what the Council of the Institute were 
thinking. 


Co-operation 


Welcoming the Presidents of nine 
other district societies who were 
present and representatives of other 
professions from throughout Kent and 
Sussex, Mr McBrien said: 

‘In these days of ever more compli- 
cated legislation, few of us can act 
independently of the others, and it is 
all to the good that we should get to 
know each other better.’ 

Mr J. S. Narup, of the Hastings and 
District Law Society, responded. 


London Students’ Two-day Course 


HE Chartered Accountant Students’ 

Society of London organized a two- 
day specialist course on ‘Capital structure’ 
at Winchester House, London, on Thurs- 
day and Friday of last week. 

The chair was taken by Sir Harold 
Howitt, G.B.E., D.S.O., M.C., DCL LL.D., 
D.L., F.C.A., J.Dip.M.A., a Vice-President 
and former President of the Society, who 
was assisted by Mr Oliver Clarke, B.Sc. 
(Econ.), a former member of the Society's 
Committee. On the first day Mr W. S. 
Wareham, Secretary, Quotations Depart- 
ment, London Stock Exchange, gave an 
address on the department’s work. He was 
followed by Mr R. G. Watson, a member of 
the finance section of the group planning 
department, Rio Tinto-Zinc Corporation 
Ltd, who spoke on ‘Internally raised 
finance’, and by Mr Leslie Cork, senior 
partner in Herbert Oppenheimer, Nathan 
& Vandyk, whose subject was ‘Share- 
holders’ participation in companies and 
company meetings’. 


On the Friday, the first speaker was Mr Geoffrey Robinson, of the Industrial Reor 


Monopolies Commission — the monopolies and mergers legislation and 
The last lecture of the course was delivered by Mr J. D. Slater, F.C.A., 
capital for horizontal integration’. The course was well received and 

In the picture, Sir Harold Howitt is addressin 





and Mr Derek du Pré, Secretary of the Society. 


ganization Corporation, who spoke on the ‘Role 
of the Government in mergers’. The next speaker was Mr T. A. Wells, F.C.A., of the Monopolies Commission, whose subject was ‘The 


the financial and accounting aspects arising in a merger inquiry’. 
chairman, Slater, Walker Securities Ltd, who spoke on ‘Raising 
was yet another success in the Society’s autumn programme. 
g the opening session. Seated, /eft to right, are Mr Oliver Clarke, Mr W. S. Wareham 
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PROFESSIONAL NOTICES 


Messrs Hopcson, Morris & Co, 
Chartered Accountants, of 41 North 
John Street, Liverpool 2, announce 
that as from November ist, 1968, Mr 
STEPHEN Davip LEWIS, B.A., A.C.A., 
has been admitted a partner. 


Messrs PANNELL FITZPATRICK & Co, 
Chartered Accountants, announce that 
they have opened an office at Abi- 
Rached Building, Kantari Street, 
Beirut, Lebanon, with Mr JoserH N. 
Sasa, Expert-Comptable Diplomé 
Agréé, as resident manager, and Mr 
-EDMOND GEARY, A.C.A., as resident 
representative. 

MR R. G. NORRIS, A.C.A., A.T.LI., 
announces that with effect from 
October 31st, 1968, he has retired from 
his Winchester partnership and is now 
practising on his own account from 
37 Winchester Street, Basingstoke, 
Hants. 


APPOINTMENTS 


Mr E. B. Bisset, M.A., C.A., has been 
appointed financial director and secre- 
tary of Humphreys Ltd. 

Mr H. P. B. Cox, F.c.a., has been 
appointed vice-chairman of Louis 
Dreyfus & Co Ltd with effect from 
December rst. 

Mr R. V. Lawry, F.C.A., has been 
appointed secretary of Greenall, 
Whitley & Co Ltd in succession to Mr 
E. Haslam, F.c.A., who has retired. 


Mr Allan B. Speirs, A.C.A., has been 
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appointed secretary of Elizabeth Arden 
Ltd following the resignation of Mr 
John H. W. Pooley, F.c.A., who has 
been elected to the board. 

Mr Denis O. Davis, F.C.A., chair- 
man of Chiswick Products Ltd, has 
been appointed to the board of the 
parent company, Reckitt & Colman 
Holdings Ltd. 






Mr Denis O. Davis. 


Mr F. Shutt. 


Mr F. Shutt, rF.c.a., has been 
appointed financial director and secre- 
tary of Brush Electrical Engineering 
Co Ltd, a subsidiary of Hawker 
Siddeley Group Ltd. 


THIRD LANARK ATHLETIC CLUB 


The report of the Inspectors — Mr 
LR Tamer, 0.3.2., CA., and the 
Hon. H. S. Keith, oc — who were 
appointed to investigate the affairs of 
the Third Lanark Athletic Club Ltd 
was published on Friday of last week 
(HMSO price 6s). 

The publication of the report was 
deferred pending completion of 
criminal proceedings instituted in 
March 1968, as a result of which four 
directors of the company were each 
fined £100 for an offence under section 
331 of the Companies Act 1948 - 
namely, that as officers of the company 
they were in default in that the com- 
pany failed to keep proper books of 
account throughout the period of two 
years immediately preceding the 
commencement of the winding-up of 
the company. 

The Inspectors’ report states that 
while primary responsibility for the 
decline and eventual collapse of the 
Third Lanark Athletic Club rests 
squarely on the late Mr W. C. 
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Hiddleston, a former director and 
secretary, the other directors during 
the material period must bear respon- 
sibility for failure “even to attempt 
to exercise the functions of a board of 
directors’. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND 
AND WALES 
Public Speaking — How to 
Communicate 


Following his earlier successful lecture 
on the techniques of lecturing, the 
Institute has invited Mr Halmer 
Hudson, F.c.A., to repeat it under the 
title of ‘Public Speaking — How to 
Communicate’. 

This lecture will be given on 
Tuesday next, November 1gth, at 
2.15 p.m. in the Theatre of the Central 
Electricity Generating Board, Sud- 
bury House, 15 Newgate Street, 
London EC, 

Admission is by ticket, price £1, 
which includes a useful synopsis, 
obtainable from Mr J. R. Endersby at 
the offices of the Institute, telephone 
OI-253 1090. 


PROPOSED INTEGRATION 
SCHEME 


Next Week’s Meetings 


The following local discussion meet- 
ings of members of the various ac- 
countancy bodies have been arranged 
for next week. Members must produce 
their copies of the scheme to gain 
admission. 

The Institute of Chartered 
Accountants in England and 

Wales 

Monday: 

Hull, Royal Station Hotel, Paragon 
Square, 6.30 p.m. 

Tuesday: 

Scarborough, Pavilion Hotel, West- 
borough, 6 for 6.45 p.m. 

Thursday: 

Exeter, Newman Lecture Theatre. 
The University, 6.30 p.m. 

Friday: 

Plymouth, The Duke of Cornwall 
Hotel, Millbay Road, 11 a.m. 


COMPANY 


Telephone 01-834 2002 (4 lines) 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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The Institute of Chartered 
Accountants of Scotland 


Monday: 
Newcastle, Royal Station Hotel, 5 p.m. 


The Institute of Cost and 
Works Accountants 


Tuesday: 
Belfast, Grand Central Hotel, Royal 
Avenue, 6.30 p.m. 


Wednesday: 
Dublin, Shelbourne Hotel, St 
Stephen’s Green, 6.30 p.m. 


THE ASSOCIATION OF CERTIFIED 
AND CORPORATE ACCOUNTANTS 


List of Members 


The 1968 List of Members of The 
Association of Certified and Corporate 
Accountants, now published, shows 
that total membership at January 1st 
last, numbered 12,000. 

The new list now extends to 717 
pages and contains the usual alpha- 
betical list of members with full 
particulars of members’ firms or com- 
panies, together with their telephone 
numbers. A topographical list is also 
given; the names of the officers and 
committee members of the Association 
are recorded and there are details of 
the various district societies. 


NORTHERN SOCIETY OF 
CHARTERED ACCOUNTANTS 


A ‘Practical investment appraisal’ 
course is to be held by the Northern 
Society of Chartered Accountants on 
November 26th and 27th at Brandling 
House, Gosforth Park, Newcastle upon 
Tyne 3. The course will cover the 
application of investment criteria to 
existing business performance, the 
development of basic appraisal tech- 
niques as management tools, and 
systematic investment appraisal in- 
cluding planning for inflation. 

Members wishing to attend the 
course should apply without delay to 
the Society’s secretary at 5 Portland 
Terrace, Newcastle upon Tyne, NE2 
IRS. 
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ACCOUNTING BODY’S SILVER 
JUBILEE 


A luncheon celebrating the Silver 
Jubilee of the Society of Commercial 
Accountants was recently held at the 
Strand Palace Hotel, London. Among 
those present were Sir Cyril Black, 
J.P., D.L., M.P.; Mr George Whillans, 
F.T.L.I., F.1.B., President, The Institute 
of Taxation; Mr Percy F. Hughes, 
Editor, Taxation, and Mr A. G. 
Donald, B.SC.(ECON.), PACCA 
F.C.W.A., J.DIP.M.A., A.C.I.S. 

The luncheon followed the Society’s 
twenty-fifth annual general meeting. 
Commenting on the annual report, 
Mr George Randsley, F.cC.W.A., 
F.COMM.A., M.B.I.M., Chairman of the 
Society’s Council, said that the report 
covered a year which had been one of 
the most important in the Society’s 
history. New records of membership, 
he said, had been reached and a new 
scheme of examinations had been 
introduced. Steps had also been taken 
to extend the Society’s interests 
abroad. 

Mr Randsley referred to the differ- 
ence of opinion concerning the inte- 
gration proposals of the major 
accountancy bodies in their present 
form. The Society, he said, was anxious 
to play its part in promoting the 
interests of its members and students, 
but this could not be done in terms of 
the present proposals which had, 
therefore, been rejected by the Society 
as a basis for discussion. 


1969 REED EXECUTIVE AWARD 


A {500 essay prize is again to be 
awarded by Reed Executive Ltd. 
The award is open to all members of 
the five major United Kingdom 
accountancy bodies, The Chartered 
Institute of Secretaries and registered 
students of these bodies and the British 
Computer Society. Previous award 
winners are excluded. 

Any accountancy, data processing, 
financial or associated subject of the 
competitor’s choice will be accepted, if 
it constitutes a valid and original 
contribution to the theory or practice 
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of accountancy or data processing. In 
this connection, the very wide range of 
matters affecting the efficiency and 
profitability of all business operations 
will operate to include such subjects as 
taxation, systems, and forward plan- 
ning matters. Style and choice of sub- 
ject will receive consideration in 
addition to originality of thought and 
technical merit. | 

Essays should be in typescript on 
one side of quarto or foolscap sheets, 
stapled together; they should not 
exceed 5,000 or be less than 2,000 
words. 

The closing date for the competition 
is February 28th, 1969. The receipt by 
Reed Executive Ltd at 146 New Bond 
Street, London W1, of an essay con- 
forming to the above requirements, 
with the author’s name, address and 
qualification on a separate and de- 
tachable sheet, will constitute a valid 
entry. Entrants should retain a copy 
of their essays. A pen-name of the 
author’s choice must appear on the 
detachable sheet and on the title page 
of the essay. In addition to the major 
award, there will be merit awards of 


£20. 


LONDON ACCOUNTANTS’ 
FOOTBALL LEAGUE 


The results of the London Chartered 
Accountants’ Football League first 
round ties and the draw for the second 
round of the League Cup draw are as 
follows: 


Result of First Round Ties 


B.S.C. (Holders) 1 Hanover 6 
M.G.T. 1 Shipley 6 
Pridie 3 Tansley I 

(A.E.T.) 
Heretics 12 Falcon I 
Crest 5 Crest R. o 
Cohorts o Cannon 9 
Temco A Lennap 7 

(A.E.T.) 
Albufisc o Huallenac 2 


Draw for Second Round 


Shipley v Hanover 
Cannon v Pridie 
Heretics v Crest 
Lennap v Huallenac. 
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Education for the Profession 


j Ba nation is currently spending nearly {2,000 million on 
education and the costs of this service are likely to grow. In the 
light of current events on the university campus it is only natural 
that some taxpayers are asking whetner the nation is getting a fair 
return for its investment in human capital. If only to the extent 
that some part of the current disputation in these institutions is 
concerned with the purpose and nature of higher education, there 
is every case for encouraging the debate. | 

It is in this context that Lord Butler’s examination of “The 
Responsibilities of Education’, in his inaugural P. D. Leake 
Lecture at Drapers’ Hall, London, last Wednesday, should be 
studied. In his opinion it ‘is high time that there was a great deal 
more co-operation between the professions and the universities in 
the same way as there has always been between the universities 
ard medicine’. 

Lord Butler recognizes that over the past quarter of a century 
the professions “have succeeded admirably in strengthening their 
own crganization and keeping up their standards’. But, he con- 
tinued, ‘if they are to meet the heavier demands which will be 
made upon them in the future, members of professional bodies 
must nave had the benefit of a liberal arts education as under- 
graduates before going on to take a post-graduate course’. 

Both implicitly and explicitly Lord Butler recognizes the merits 
of the less specialized undergraduate university courses in the 
United States and the tradition- which stems from the nineteenth- 
century German universities — of making such training the pre- 
requisite of the more specialized professional training. 

The pertinent question is not ‘will there be a management 
élite? but, as Lord Butler asked, ‘wnat sort of élite will it be?’ 
In this respect he noted with some concern the slow development 
of business schools and management studies in Britain. He 
deplored the fact that ‘administrators (in Britain) have insisted on 
looking at industry and business on the one hand, and qualifi- 
cations and universities as completely different entities’. In his 
opinion, the latter must now be geared to fit the former. 

Touching more particularly on tke accountancy profession, 
Lord Butler asserted that ‘the bias kas been and still is in the 
direction of producing sound, practical accountants’. Until 
recent!v, he went on, ‘practical experience plus correspondence 
courses were accepted as being satisfactory, convenient and 
adequate’. Today, however, ‘the English Institute’s graduate 
intake is now about 12 per cent (compared with 60 per cent or 
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more for the Law Society) ...’ This growth has been 
encouraged by the work of the Joint Standing Com- 
mittee of the Universities and the Accountancy 
Profession. More recently, the Council has encouraged 
the provision of block-release and college supported 
private study for articled clerks and, since 1966, there 
has been the full-time ‘academic year’ at the start of 
articles. 

These developments are, in the opinion of Lord 
Butler, to be welcomed, as they surely must be by the 
vast majority of the profession. But new problems 
were emerging, in particular ‘how to keep education 
lively and interesting, so that students do acquire 
liberty to grow and not merely the ability to pass 
examinations; how soon to specialize; how to teach; 
how to leave articled clerks time to be useful outside 
the profession, while still making progress in the pro- 
fession at the right rate.’ 

In Lord Butler’s view, ‘recruitment must be main- 
tained at the right level, and a response made to the 
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needs of industry and commerce, without impoverish- 
ing the character or principles of the profession’. The 
educational framework to this end must therefore 
involve closer contact between the universities and the 
profession. Accordingly he would like to see the 
universities adopt ‘a system whereby an undergraduate, ` 
who wishes to go into business, can benefit from courses 
in other subjects’, while those who intend to specialize 
in accountancy will be better off if they have a basic 
knowledge of economics and law as well as history and 
other subjects connected with a liberal education. ` ` 
No one will dispute that changes are taking place in > 
professional training; the only question is, how far 
they are for the better? Lord Butler has expounded one 
view, and it is highly probable that much of what he 
propounds will become, in due course, actuality. 





The D D Leake Inaugural Lecture, The Responsibilities of 
Education, with an appendix on the educational and training 
requirements of professional bodies, is being published next 
Monday by Longmans, price 30s. 





Clerical Staff 
Recruitment 


N the Metropolis clerical staff is at a premium and 

the rapid growth of employment agencies in Greater 
London is a reflection of this situation. There are now 
400 agencies with some 860 branches; recently the 
former have declined in number due to mergers but the 
number of branches has grown. 

Report No. So from the National Beard for Prices 
and Incomes (Cmnd 3828, HMSO 3s 6d), entitled Office 
Staff Employment Agencies’ Charges and Salaries pro- 
vides some useful facts about recent developments. 
About one-half of all clerical placements in London are 
made by these agencies; of permanent placements in 
1967, 34 per cent were made by large agencies, 44 per 
cent by the medium and 22 per cent by the small 
agencies. The balance of placements are the result of 
advertising by employers or by personal contact. 

There seems to be an inverse relaticnship between 
the size of the firm and its use of agencies. Small firms 
did not seem to think it worth while to use other 
methods of recruitment, while larger firms used ad- 
vertising and the Youth Employment Service to a 
substantial extent. According to the report ‘only a few 
of the firms we studied were positively satisfied with 


the service given by agencies’, while about half. 
‘registered dissatisfaction — in the main on grounds of 
aigh cost and poor pre-selection’. Nevertheless, the 
PIB believe that ‘most of the complaints about service 
could be remedied if the employers discussed their 
requirements more fully with the agency’. 

The Board’s researches disclosed that the fee for 
placing a shorthand-typist at a commencing salary of 
£15 per week in Central London varies from a maxi- 
mum of £58 ros to a minimum of £22 10s. There has 
been a significant increase in these charges since 1964 
due to higher rentals, increased advertising and more 
branches. There is a similar variety of charges in 
connection with the supply of temporary staff. 

Such variation, states the report, seems to depend on 
the extent to which the applicant’s capacity for a 
particular job has been assessed. In this context ‘the 
skill and expertise of the interviewers are crucial to the 
standard of performance of the agencies’. 

Apart irom informing the agencies more precisely of » 
their needs, employers can adopt ‘a more positive 
approach to the use of such labour’ by means of audio- 
typing pools together with incentive schemes based on 
work study. Changes in the way work is organized can 
also bring immediate gains in efficiency, states the 
report. But they must be linked to longer term changes 
designed to encourage staff stability. This can be 
encouraged by adopting a properly graded pay struc- 
ture based on job evaluation. 

The report has no major recommendations to make 
concerning the role of these agencies. ‘The PIB is right 
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to stress that high agency fees, particularly for ten- 


poraries, exercise some upward pressure on staff 
salaries. This pressure is not likely to be significantly 
relieved by the recommendation that agencies shculd 
charge a sum in money terms rather than a fee based 
on £ percentage of the salary. Nor does there seem any 
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rational economic basis for the suggestion that ‘the 
Government should consider centrally ` negotiating 
terms for the supply of temporaries’. No amount of 
Government interference will alter the facts of a 
labour situation which so clearly reflects economic 
forces. 





FINANCE ACT 1968 


The Special 
Charge -X 


Fo estate duty legislation which governs matters of 
incidence is contained in sections g (1) and 14 (1) of 
the Finance Act 1894. These subsections read: 

‘g (1) A rateable part of the estate duty on an estate, 
in proportion to the value of any property which does not 
pass to the executor as such, shall be a first charge on <he 
property in respect of which the duty is leviable; provided 
that the property shall not be so chargeable as agairst a 
bona fide purchaser thereof for valuable consideration 
without notice.’ | 


‘r4 (1) In the case of property which does not pass to 
the executor as such, an amount equal to the proper 
rateable part of the estate duty may be recovered by zhe 
person who being authorized or required to pay che 
estate duty in respect of any property has paid such duty, 
from the person entitled to any sum charged on such 
property (whether as capital or as an annuity or otner- 
wise), under a disposition not containing any express 
provision to the contrary.’ | 

These provisions are as laconic as those in the Finance 
Act 1958 relating to the special charge and they Lave 
given rise to a great deal of litigation, arising not onlv on 
the meaning of the words but on the large areas which 
those words do not cover. Indeed, it is still not entirely 
clear whether section g (1) really has anything to do 
with incidence at all, as between different beneficiaries. 
Take the simple case of A, a wealzhy man, being lfe- 
tenant of a fund, with B, a poor man, as remainder- 
man. A’s large income involves him in a heavy liability 
to special charge, a portion of which has to te borne by 
the trustees of the fund of which he is life-tenant. The 
special charge paid by the trustees naturally reduces the 
fund, which is a loss suffered by B. In the meantime, 
the income of the fund is also reduced, which means A, 
too, suiters to that extent. A similar situation could arise 
for estate duty where the death of a wealthy life-tenant 
greatly reduces the capital of the fund in the hands of 
the remainder man who may be comparatively poor. 


Suppose a fund is held upon trust to pay an annuity 
of £2,000 to A and the balance of the income to B for 
life. In 1967-68 the income is £3,000, so that B takes the 
balance of £1,000. If A is liable to charge but nor P 
and some of itis borne by the trust, then in future years 
As {2,000 is diminished by two-thirds of the loss of 
income due to this loss of trust capital, B bearing: the 
other third. The rema:ndermen bear the loss. of 
capital in accordance with their own interests in it. ` 

Suppose now that B is liable to charge but not A. 
The whole of the loss of income due to the trustees’ 
bearing B’s charge is thrown upon B’s income share, 
because A has the benefit of the proviso to paragraph 
8 (2) of Schedule 15 which says: 


‘Provided that as betwzen any annuity other than one 
by reason of which the said amount or any part thereof 
fell to be paid, and other interests, the amount shall be 
borne by the other interests to the exoneration of the 
annuity.’ 

The question arises as to what is meant by the words ‘to 
the exoneration of the annuity’ where the other interests 
are just not large enough to meet the special charge. 
Suppose, for instance, that under the terms of the trust 
there is to commence on, say, April 6th, 1968, a very 
large annuity, with a direction to draw on capital in so 
far as the income is insufficient. In such an event the 
annuitant might find his annuity reduced by the special 
charge because effectively he is the sole beneficiary. 
It is highly unlikely that the trustees would be able to 
resist the special charge on the ground that it would 
trench on a beneficial interest which the proviso said 
was to be ‘exonerated’. 

If both the annuitant and the sole life-tenant are 
liable to charge and the trustees have to pay two amounts, 
as far as the consequent reduction in trust income is 
concerned the life-tenant must bear the whole of the 
reduction consequent on his own charge, and he must 
also bear a proportion of the reduction consequent on 
the annuitant’s charge. 

If there are several annuitants and only one of them 
is liable to contribution, it follows that the non-liable 
annuitants will not suffer any loss of income; the liable 
annuitant and the life-tenant will. The latter must 
suffer on account of the liable annuitant’s liability. 

The position becomes rather more confused where 
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the same individual has both an annuity and a share of 
the remaining income. It seems clear from the wording 
of paragraph 8 that a mere annuitant does not have a 
“share only of income from the property’, the word 
‘share being apparently reserved for an arithmetical 
fraction of the trust income or of what is left of it 
after deducting the annuity. A person entitled to both 
an annuity and a share of the remaining income may be 
liable to special charge. 

If the annuity gives rise to fates, as well as the 
share of income, then part of the ‘amount’ borne by the 
trustees will be borne ‘by reason of’ the annuity within 
the proviso to paragraph 8 (2). At the same time, one 
cannot say of this annuitant life-tenant that his income 
derived from the property was a ‘share only’ of that 
income, within the meaning of paragraph 8 (3). 
Consequently he throws some of the loss of income on 
to the other life-tenant, even though the latter may not 
be liable to charge at all. 

Assume that A is entitled to nine-tenths of the 
£10,000 income of a trust and B 1s entitled to the other 
tenth, and that A is liable to contribution but not B. 
In that event, since A has a ‘snare only’ of the income 
from the trust property, and by virtue of paragraph 
8 (3), paragraph 8 (2) applies as if A had derived the 
nine-tenths income from a nine-tenths share of the 
property so that the whole of the loss of income due to 
the special charge is borne by A, to the complete 
exoneration of B. 

Suppose now that the trust instrument had provided 
for an annuity of £5 to A, the balance of the trust 
income being apportioned as to nine-tenths to A and 
one-tenth to B. One cannot now say that A has a share 
only of the trust income, since he also has an annuity 
payable out of it. Consequently the loss of income due 
to the payment by the trustees of part of A’s special 
charge is now apportioned between A and B. That, at 
any rate seems to be the right construction. 

It is clear that a great number of trust beneficiaries of 
limited means may well suffer a loss because it so 
happened that in the year 1957-68 some of the trust 
income was paid to a man who, perhaps mainly because 
of his own independent income, was liable to special 
charge. Many anomalies arise because of the failure 
to face up to the inconsistency of imposing a wealth 
tax by reference to income. 

A beneficiary of a foreign trust is saved the compli- 
cations and, more important, the losses which can arise 
from trustees having to bear special charge. It will be 
useful to recall the definition, given earlier, in paragraph 
13 (1) of Schedule 15 of ‘foreign trust’. A trust is a 
foreign trust 


‘if, and only if, the general administration of the trust is 
ordinarily carried on outside the United Kingdom and 
the trustees or a majority of them for the time being are 
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not resident or not ordinarily resident in the United 
Kingdom’. 


Given that an individual’s liability to spectal dane 
cannot be recovered from the trustees, should his 
income from the trust property attract special charge at 
all? Paragraph 9 of Schedule 15 says ‘No’ — subject to 
the stringent requirements laid down by paragraph 
g (1). It has to be shown to the satisfaction of the 
Inland Revenue that: 


(a) a part of the special charge in respect of an 
individual’s aggregate investment income is 
directly or indirectly attributable to a foreign 
trust; and 


(b) neither the individual nor his wife nor, if different, 
the person chargeable, nor the trustee of an 
intermediate trust which is not a foreign trust, 
was absolutely entitled, as against the trustees; 
to the capital of the trust, or to a part of the 
capital of the trust of an amount or value not less 
than the amount of the special charge so at- 
tributable; and 


(c) the income in question does not arise under a 
settlement in relation to which the individual 
or his wife is settlor under any of the provisions 
of Part XVIII of the Income Tax Act 1952. 


The question whether all those stringent conditions in 
paragraph g (1) are satisfied will be a very difficult one 
to answer in many cases but the onus of proof is on the 
taxpayer. If the conditions are satisfied, then the 
Inland Revenue must relieve all persons of liability to 
that part of the special charge. This is to be done by 
discharge or repayment; the income must in the first 
place be included in the assessment. 

If the person chargeable has recovered part of the 
charge from a trust, then he must repay the trustees. 
Paragraph ọ (1) does not expressly make this repayment 
depend on the person repaying it actually obtaining the 
relief. Hcowever, he cannot obtain the relief unless the 
Inland Revenue are satisfied; and if they are not satis- 
fied, then the question of repaying the trustees cannot 
arise. The legislation does not impose upon the in- 
dividual taxpayer any obligation to make a claim under 
paragraph g but at the same time it does not confine the 
right of claiming to him. 

What are the rules for deciding when part of the 
special charge is attributable directly or indirectly to a 
foreign trust within the meaning of paragraph ọ (1) (a)? 
These are contained in paragraph g (2), and there are 
two separate and independent tests. Paragraph o (2) 
(a) states, perhaps rather unnecessarily, that if ‘in 
accordance with this Schedule’ part of the special 
charge is directly or indirectly attributable to that 
trust, then it is so attributable for the purposes of 
paragraph g. Thus one is referred to paragraph 11 (2) 
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(3) which were here examined in the issue of November 
2nd. 
The alternative test, paragraph 9 (2) (b), is satished 
if it can be said that: 
(i) income of a UK trust derives from a foreign 
trust; and 
(ii) part of the special charge wculd be attributable 
to the foreign trust if; 
(a) it were a UK trust; and 
(b) an election were made under paragraph € by 
the trustees of the UK trust. 


What is meant in (b) of paragraph g (1) by an 
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“intermediate trust’? This is answered by paragraph 
o (3) in a way which one would expect. If any part of 
the investment income of a UK trust ‘derives’ from a 
foreign trust, whether directly or indirectly, then that 
UK trust is an ‘intermediate trust’ for the purposes of 


_ paragraph (b). 


Paragraph o (3) (b) enlarges the meaning of ‘ab- 
solutely entitled’; if a person has any rights or powers 
which could be exercised so as to make him absolutely 
entitled, as against the trustees, to any part of the capital 
of a trust, then he is treated as absolutely entitled to 
taat part. 

(To be concluded.) 





Current 
Affairs 





_Institute’s Intermediate Examination 


N the September 1968 Intermediate examination of 

The Institute of Chartered Accountants in England 
and Wales, 2,551 candidates sat, of whom 1,40 (55-2 
per cent) passed. 

The First Place in Order of Merit, the Stephens 
Pr-ze, the Frederick Whinney Prize and the Deloitte- 
Plender Prizes for the papers on Book-keepirg and 
Accounts I and the General Paper, were won sy Mr 
R. Hill, of Middlesbrough. The Second Place ir. Order 
of Merit and the Flight-Lieutznant Dudley Hewitt, 
D.F.C. Prize, were won jointly sy Mr M. P. Hill, of 
Wolverhampton, and Mr R. M. J. Taylor, of London. 
Mr M. P. Hill also won the Deloitte-Plender Prize for 
the paper on Auditing. Fourth Place in Order oz Merit 
ard the Walter Clifford Northcott Prize were won by 
Mr F. Morland, of Manchester. 

The names of the successful candidates are published 
as a supplement to this issue. | 


Revenue’s New Computer Centre 


To opening of the Inland Revenue’s Schedule E 
Computer Centre at East Kilbride by Princess 
Margaret on Tuesday of last week marks the beginning 
of an ambitious PAYE automation project. 

Over the next ten years the PAYE system and the 
organization of the Chief Inspector of Taxes Branch 
will be radically reorganized and the tax affairs of some 
25 million employees, and their PAYE records at 
present handled in more than 700 local tax offices, 
will be concentrated in nine regional computer centres. 

Centre 1, at East Kilbride, will serve the whole of 
Scotland — covering 2 million taxpayers whose PAYE 
was formerly dealt with in 65 local offices. By the 
autumn of 1970, the new centre — using a large ICL 
1904 computer — will be fully operational and will 
employ about 1,300 staff. It will deal with assessments, 
notices of coding, deduction cards and return forms 
previously prepared by hand in the local tax offices. 
A record for every taxpayer will be held on magnetic 
tape. Revised notices of coding or notices of assessment 
will be printed automatically and issued immediately 
to taxpayers or employers. 

In a typical day the computer will calculate 20,000 tax 
liabilities, 3,000 code numbers and record 8,000 changes 
of employment. Each April it will print and issue 
750,000 return forms and each December it will 
recalculate all 2 million PAYE code numbers for the 
coming tax year. It will also deal with any coding 
necessary during the year as a result of Budget changes. 

Facilities for taxpayers to discuss their tax affairs 
locally will be preserved. Those who wish to talk over 
their tax problems in preference to settling them by 
correspondence will still be able to call either at local 
tax offices (which are being retained, although with 
reduced staff, to handle the affairs of non-PAYE tax- 
payers) or, in some places, at special inquiry offices 
which are being set up for the purpose. | 


: THE | 
698: 


Company Profits 
FOR the third successive quarter trading profits of 


quoted companies included in the Board of Trade 


analysis of company accounts have shown a marked 
increase over 1966, In the third quarter of 1968, the 
gross trading profits of £’740 million of the accounts of 
457 companies analysed were 7 per cent above the 
previous year, a similar rate of increase to that shown 
in the first two quarters. 

The amount of information given in the published 
accounts is beginning to reflect the requirements of 
the Companies Act 1967. Of the 457 reporting com- 
panies, over 83 per cent gave figures of turnover in 
their accounts. Most of these, with accounting years 
ending on or after January 28th, 1968, were required 
to provide this information. 

The ratio of profits to turnover increased even more 
satisfactorily than the trading profits themselves. Thus, 
in 1967, the ratio of profits to turnover rose from 9'9 
per cent in the previous year to 10-1 per cent. The 
increase in the same ratio for manufacturing industries, 
which accounted for 211 of the reporting companies, 
was even higher, i.e. from Bo per cent to 10°5 per 
cent. 

Of the 457 companies, 250 (i.e., about 55 per cent) 
explicitly incorporated investment grants in their 
accounts. Of this number, 140 companizs deducted 
the value of the grants from ‘expenditure on the relevant 
fixed assets. In the remaining cases fixed assets were 
stated at cost before deducting tke figure of investment 
grants, which were either included with the company’s 
reserves or transferred to the profit and loss account. 
Additions to reserves on account of investment grants 
were almost {13 million. 

In contrast, gross dividend distributions were for the 
second quarter running below taose for the previous 


year, although the drop in the third quarter was only - 


3 per cent compared to 4 per cent for the companies 
reporting in the second quarter. 


Overseas Investment: Final Report 
Disappointing 

HE Government’s decision in 1967 to restrict 

private overseas investment by British industry, 
both direct and portfolio, was immediately criticized 
as being contrary to the longer term interests of the UK 
economy. The conflict of opinion was strong enough to 
persuade the Government to refer the matter for 
investigation to the Department of Applied Economics, 
Cambridge, and for the Confederation of British 
Industry to encourage its aggrieved members to supply 
the Department’s research workers with full inform- 
ation. 

The interim report on the Effects of UK Direct 
investment Overseas was published in March 1967 
(The Accountant, April 8th, 1967) and the final report 
became available this week (Cambridge University 
Press, 25s). Apart from correcting, adding to or 
bringing the statistical data up to date, the final report 
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adds nothing to the major findings which appeared in 
the interim report. The authors, Mr W. B. Reddaway, 
in collaboration with Messrs S. J. Potter and C. T. 
Taylor, point out that the layout of the final report is 
designed primarily to suit the position of those who 
nave already read the interim report. 

The main interest in this report is the detailed 
exposition of the research workers’ approach to the 
problem and the various stages in arriving at their 
findings. For those readers who have found it difficult 
to grasp the apparent conflict between the well-known 
profitability of much direct overseas investment and 
cther corporate financing with the researchers’ findings 
that, basically, the Government was justified in res- 
tricting overseas investment, it should be clearly 
understood that the question which these reports sought 
to answer, Le, the original terms of reference, was the 
effect of such investment on the UK balance of pay- 
ments and the national economy generally. Also, one 
must take into account the time scale; in the short run 
the effects on the balance of payments are clearly more 
adverse than in the long run when obvious benefits may 
accrue. 

The authors of the final report have been pains- 
taking in setting out the basis of their work and all the 
assumptions made for purposes of their analysis and 
models. Unfortunately, it is not an easy report to 
follow, and better editing and a rather different 
pattern of exposition would have ensured the wide 
readership that so important a study deserves. 


"Beneficial Ownership‘ Appeal Fails 


VW? a number of cotton-spinning companies in 
the early fifties obtained substantial tax relief by 
means of reconstructions, the tax gatherers stepped in 
with section 17 of the Finance Act 1954. This section 
was designed to prevent the application of the ces- 
sation and commencement provisions where a trade 
changed hands but where the effective beneficial owner- 
ship was the same. By then the horse had already 
bolted and this locking of the stable door has been 
used by taxpayers for the purpose of passing on the 
right to carry forward losses and unallowed capital 
allowances. This has produced the somewhat 
Gilbertian situation that the Inland Revenue are now 
more concerned to argue that section 17 does not apply, 
than that it does. 

One argurnent used by the Revenue is that the re- 
quirement as to ‘beneficial ownership’ of shares in a 
company carrying on the trade is not satisfied. This 
argument has succeeded in Wood Preservation Lid v. 
Prisr. 

Silexine Ltd, owned the issued capital of Wood 
Preservation. Then on March 31st, 1960, Silexine 
accepted an offer by British Ratin Ltd for that share 
capital, subject to Silexine procuring a German 
company to pass on to British Ratin certain rights 
enjoyed by Silexine. On May ob, 1960, Silexine 
transferred its trade to Wood. The condition about the 
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German rights was never fulfilled: by Silexine 2nd 
British Ratin eventually waived it. 

Having acquired the trade, Wocd Preservatian then 
claimed to set off previous losses against current profits, 
on the ground that section 17 required the trade to be 
treated for tax purposes as the sams as that carriec on 
by Silexine. The Revenue resisted on the ground -hat 
already on May goth, Silexine had ceased to be benef-cial 
owner of the issued capital of Wocd, notwithstanding 
the conditional nature of its contract to sell zhat 
issued capital. 

Wood Preservation appealed in vain before the 
Special Commissioners and again in the Eigh Court. 
On Wednesday of last week its further appeal to the 
Court of Appeal was also dismissed. 


The Ombudsman's Powers 


ERE has been considerable dissatisfaction with 
the results of the appointment of the Parliamenzary 
Commissioner for Administration, popularly described 
as the Ombudsman. In his first report to Parliament, 
Sir Edmund Compton, K.C.B., K.B.E., the first incumbent 
of the office, drew attention to the fact that out of the 
1,069 cases brought by members cf Parliament to his 
notice by December 31st, 1967, no fewer than 561 were 
immediately declared to be outside his jurisdiction and 
in a further 100 cases he found after preliminary 
inquiry that he could not continue his investigations. 
As the result of the second retort, published last 
week, of the Select Committee appointed to oversee the 
Parliamentary Commissioner’s work, Sir Edmind 
Compton will now be able to extend his ectivities end, 
it is felt, achieve more effectively the objectives 
visualized when his office was first established. The 
Select Committee recommended thet the Parliamenzary 
Commissioner (who described his work in a peper 
published in The Accountant of November 2nd), can 
properly concern himself with departmental findmgs 
which were not only cases of maladministration but 
because the basis of the action, i.e. the departme=-tal 
decision itself, was bad. | 
In other words, instead of merely concerning bim- 
self with the shortcomings of the official responsible 
in carrying out departmental instructions, the Parlia- 
mentary Commissioner may also consider the basis 
decision itself, including also any precedent or depart- 
mental rule followed by the official. For the moment, 
however, this provision will apply only to those rales 
formulated administratively by Government depart- 
ments. It remains to consider whether the various 
grades of statutory orders can be treated in the same 
way. 
There is always the danger that with such a change in 
the powers of the Ombudsman, Government depart- 
ments may be reluctant to continue the practice of 
advising and helping members of the public outside the 
limits of their statutory obligations. In such circum- 
stances there is always the risk of wrong advice being 
given and the consequent complaint. 
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Questions in Parliament 


XCHANGES about the comparative costs ‘of 

collecting various taxes are likely to follow if an 
informative reply is given in the Commons next 
Tuesday to a question by Mr Tam Dalyell (Labour, 
West Lothian). He is to ask what the costs per £r 
million collected are for income tax, surtax, capital 
gains tax, corporation tex and selective employment 
tax, respectively, and how many civil servants are 
involved in the collection of the various forms of taxa- 
tion 

In another question that day, Sir Brandon Rhys 
Williams (Conservative, Kensington South) will ask 
the Chancellor, rather unrealistically, to simplify cal- 
culation and collection of income tax by withdrawing 
the personal, married, child, dependant relatives, 


housekeeper’s, aged and blind persons’ allowances and 


substituting the payment of positive allowances. 

Mr E. Leadbitter (Labour, Hartlepools) will ask the 
Chancellor what proposels he has to modify income 
tax conditions on incomes below the national average 
and if he will seek to ease the tax burden on people 
receiving retirement pension but who also receive 
income from a part-time occupation where the income 
is within the age exemption limits. 

Mr Eric Heffer (Labour, Liverpool, Walton) is to 
ask what studies in personal incentives and taxation 
the Chancellor is undertaking. 

Two other questions to the Chancellor next Tuesday 
seek to discover his feelings on the introduction of a 
value-added tax. Mr Frank Hooley (Labour, Sheffield, 
Heeley) is to ask what studies are currently being made 
by the Treasury into the problems of introducing such 
a “continental style’ tax, Mr Alfred Morris (Labour, 
Manchester, Wythenshawe) is asking what consider- 
ation Mr Jenkins is giving to the report on a value- 
added tax recently presented to the National Economic 
Development Council and what progress has been 
made with the Government’s parallel inquiry into this 
form of taxation. 


Motor Taxes for Local Government 


T quest for a suitable supplement to the local rate 
as a means of financing the growing expenditure of 
local authorities continues. The Institute of Municipal 
Treasurers and Accountants have now published a 
study of the extent to which the various taxes and duties 
associated with motor vehicles could form such a 
substitute. 

Motor Tax (IMTA tos) is, like the recent paper on 
sales taxes, a joint effort by four younger members of 
the Institute. The study concludes that the transfer of 
fuel tax, yielding £820 millions in 1967-68, is both 
practicable and desirable. 

The case for such a transfer is based on several con- 
siderations. First, it would impose no additional 
collection costs; indeed, there might even be a saving. 
Secondly it would not enable local authorities :com- 
pletely to dispense with Exchequer grants, thus the 
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central Government would retain effective financial 
control of local activities. Thirdly, the central 
Government could continue to vary for fiscal purposes 
the rates of fuel tax: Fourthly, the yield from this tax is 
buoyant and would, judging 3y recent trends, keep 
pace with the rate of increase in local spending. 
Similarly, it would be possible to transfer the vehicle 
licensing duties to local authorities; in 1966-67 they 


' yielded £261 million. The present basis of local 


collection means that the transfer could be effected 
simply, and economies at the Ministry of Transport 
would be feasible. The IMTA study reviews the 
various recommendations and proposals of the Smeed 
Committee for differential licences end road-use 
charges to reduce congestion. There is obviously a 
substantial potential yield of revenue here particularly 
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appropriate to the needs of local authorities. Further 
study is required, however, before such proposals could 
be implemented. 

The study makes one interesting, if somewhat 
impractical, proposal for compounding, viz. an 
increase in purchase tax, the prospective yield from the 
vehicle duty and fuel tax over a five-year period. In 
brief, this is a useful and well-produced study of a most 
relevant topic at the present time. 

In the meantime the Vehicles and Driving Licences 
Bill now before Parliament seeks to minimize the 
evasion of motor-vehicle duty by creating a centralized 
records office, completely computerized, at Swansea by 
the mid-1970s. To the extent that this will replace 
some 200 local authorities, the arguments of the 
IMTA pamphlet are substantially affected. 





This 1s My Life 
by An Industrious Accountant 


| WAS reading recently of the excavations in Crete 
where hundreds of inscribed baked-clay tablets from 
the early Minoan period hac been unearthed. The 
laborious translations of the intricate pictograms — the 
famous ‘Linear B’ writing — were awaited with excited 
anticipations. Would they tell of love or war or sacri- 
ficial rites? Perhaps they held the truth about King 
Agamemnon’s return from the sack of Troy, to his 
faithless wife with her sharpened knife. 

In fact, they told a far ditferent tale. They were 
stock-taking records! They itemized inventories of 
oxen and bundles of swords and ration lists and 
Chariots. A typical inscription ran thus: 

‘Horse-vehicle, painted red, with bodywork fitted, 
supplied with reins; the rail of wild-fig-root with 
jointing of horn; the pte-no (1) is missing’. 

Perhaps it is a tribute to the accountancy profession’s 
prestige, even in that misty past, that their stock 
reconciliations were thought more worthy of permanent 
record than dynastic struggles or philosophers’ 
musings. In the absence of major industries, when the 
king alone monopolized the island’s wealth, he ob- 
viously felt it vital to be kept in close touch with its 
reckoning year after year. 

Perhaps the lists told of .spcils won by Cretan fleets 
in battle or of tributes from vassal States on the main- 
land, and our predecessors — the audit-scribes — watched 
out for statute-barred debts. Perhaps they organized 
O. & M. teams to check issues of armour and retrieval 
of partly depreciated helmets to be reconditioned and 
returned to store at cost less 30 per cent. 

The ‘dig’ yielded vast treasures in golden ornaments 
and weapons, not all of them of native make. The wall- 


frescoes showed slim-waisted, long-haired, kilted 
warriors, with huge bodyshields covering them from 
neck to toe and double-headed axes of obvious efficiency 
in pirate raids. 

Stock-taking must have presented unusual problems. 
Take wine, for example. Presumably the auditors had 
the dual functions of tasting as well as testing the wine, 
to check its quality or dilution. They may have suffered 
a high mortality rate. The choice of a wine-assessor, in 
the event of a gift of the new season’s vintage from 
Cyprus — power-hungry and over-direct in diplomacy ~ 
must have been interesting. 

Return gifts of baskets of figs swathed in green leaves 
may have led to questioning by our predecessors of 
the authorized signatories. Who was empowered to 
issue the asps for routine insertion in the baskets? No 
doubt the contemporary version of the so-called 
efficiency auditor accompanied the delivery to report 
on the efficacy of exported asps, and the statistical 
likelihood of their biting the desired targets. 

The frescoes highlight representations of massive 
charging bulls tossing lightly-clad dancers. What 
these represent is unknown. They are thought to relate 
perhaps to the legend of Theseus and the horned 
minotaur of the labyrinth, or to the slaughter of 
Athenian hostages. I’d like to suggest, however, that 
King Minos, sophisticated and erudite, intended them 
as allegcries symbolizing his dynamic treasurers 
driving fraud, waste, and inefficiency from his domain. 

The huge palace at Knossos was destroyed by 
earthquake followed by fire, as is shown by the black- 
ened walls and broken columns. Under them were 
found the remains of diadems, amphorae, and sculp- 
tures. There was also a clay tablet with an unfinished 
inscription reading ‘All required information ob- 
tained...’ 

Maybe at this spot our earliest ancestor, stylus in 
hand, oblivious to the floor quivering under him, here 
started to write the earliest auditor’s report. 


{ 
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Patents 
| and Taxation 


by H. S. A. MACNAIR, "CA. 


ERHAPS the most distinctive feature of fhe tax 

law on patents is that a charge to income tax on 
capital sums derived therefrom was first imposed by 
the Income Tax Act 1945, now consolidated as ection 
318 of the Income Tax Act 1952. This appears to have 
been done merely to enable relief to be given to a 
trading purchaser of patent rights without Icss, on 
balance, to the Treasury. 
: Patent rights are defined as the right to co, or 
authorize the doing of, anything which would, >ut for 
that right, be an infringement of a patent. A patent 
granted under the laws of the United Kingcom is 
designated a United Kingdom patent. Section 322 also 
refers to statute law on patents whereby an invention 
which i is the subject of a patent is made, used, ex=rcised 
or vended by or for the service of the Crown, in which 
évent that mode of exploitation is to be deait with 
taxwise as if it had taken place in pursuance of a 
licence. 
| Should a (iene be granted by a person entEled to 
any rights in such a manner that the grantor znd all 
other persons are excluded from those rights zor the 
whole of the remainder of the term for which the rights 
subsist, then the grant is to be equated with ei out- 
right sale. Otherwise the grant of a licence is equivalent 
to the sale of part of patent rights. A patent commences 
as from the date from which the rights become efhective. 


Sale of rights 


The sale of a United Kingdom patent always oc- 
casions a charge to tax but any patent is chargeable if 
the sale is by a person resident in the United Kirgdom. 
For the latter, a charge under Case VI of Gcheiule D 
is appropriate, spread over six years. As a consequence 
of the harmonization of capital allowar.ces rules For the 
purposes of income tax and corporation tax, the 
division of the amount to be charged is effecced by 


reference to what is termed chargeable p=riods: 


the net proceeds being allocated on a time apportion- 
ment basis to the successive periods, commencing from 
the beginning of the chargeable period in which the 
person receives the sum. 

| 
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Except in special circumstances, the life of a patent. 
does not extend over more than seventeen years and 
the Tucker Committee on the Taxation of Trading 
Profits commented. that the average life is about ten 
years. Nevertheless the vendor has the right to elect — 
by notice in writing to the inspector within two years of 
the end of the chargeable period in which the net sale 
proceeds were received — to have the whole amount 
charged forthwith in that period. 

The legislation on patents contained in Chapter V 
of Part X of the Income Tax Act 1952 has not been 
repealed but both the Income Tax and the Corporation 
Tax Acts are to have effect as if that chapter were 
contained in Part I of the Capital Allowances Act 1968 
together with Schedule 13 of the Income Tax Act 


1952. 


Chargeable period 


Hence it is to Chapter VI of the later Act that one must 
look for the interpretation of the main legislation. 
Section 87 (1) gives the meaning of ‘chargeable 
period’ as an accounting period of a company or a year 
of assessment. 

The patent rights sald or the rights out of which the 
subject-matter of the sale was granted may have been 
acquired by purchase, in which event so much of that 
purchase price as consists of a capital sum goes to 
reduce the capital sale proceeds chargeable. Of course, 
if in the interval part of the rights have already been 
realized for a capital sum, then only the balance of the 
purchase price is available. 


Non-resident vendor 


A person not resident in the UK is not chargeable ` 
unless the sale is of a UK patent. The arrangements 
described above for spreading over six years are re- 
versed in so far as this treatment is only available on an 
election being made within two years after the end of 
the year of assessment in which the sum is paid. 

Presumably the motive for the limitation of the subj ject- 
matter of a charge to a UK patent is that this is 
amenable to the jurisdiction of Courts which will 
enforce revenue law. 

The non-resident vendor may well be outside the 
jurisdiction. and may sell to another non-resident but 
doubtless he is dependant upon a UK agent to adminis- 
ter his asset. It is in this context that significance 
attaches to the special rule whereby the transaction is 
brought within the scope of section 170 of the Income 
Tax Act 1952 but with an exceptional added stringency. 
It will be recalled that section 170 embodies one of the 
principal administrative devices for facilitating the 
collection of income tax — that of deduction at source. 
Under the related section 169, the self-interest of the 
intermediary is enlisted by permitting him to pocket 
the retentions in consideration of an adjustment of his 
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obligations under one or other of the various heads of 
charge, e.g., a trader may in exchange be liable to pay 
an added amount of income tax in respect of his trad- 
ing profits at a date possibly three years later. 

Section 170, however, imposes an immediate duty 
of accountability on the person by or through whom 
payment is made, to the extent that the payer (in the 
case of a paying agent, his principal) lacks taxable 
income which can serve as a source of the payment. 
Under section 318, however, the duty of.accountability 
is imperative and is enforced regardless of the cir- 
cumstances of the payer. It is thus seen to be a method 
of pre-collection. 

As regards the vendor, the income tax thus withheld is 
related to the charge under Case VI of Schedule D which 
section 318 imposes. If appropriate a repayment may 
be due to him by reference to his general position for the 
' year of charge but if an election is made to have the 
charge spread over six years, this does not result in an 
immediate repayment of the proportion relating to the 
five-sixths postponed. 

The only crumb of comfort is that repayment of 
income tax for any year for which the facts are fully 
ascertained may not be withheld on the grounds of a 
possible surtax liability. On the other band, the 
limitation of the tax charge by reference to antecedent 
acquisition costs cannot abrogate the duties imposed 
in the context of section 170, so that this also has to be 
dealt with by repayment to the ncn-resident vendor. 


Patent royalties 


If the proceeds of exploitation of a patent do not take 
the form of a capital sum, they will rank as revenue and 
be comprised in the formula: ‘any royalty or other sum 
paid in respect of the user of a patent’, which is one 
of the types of payment to which sections 169 and 170 
of the Income Tax Act 1952 are expressed to apply. 

The protection of industrial property was the sub- 
ject of a European convention entered into in 1883 and 
last revised in 1958. A draft convention relating to a 
proposed European patent law has been published on 
behalf of the European Economic Community (the 
six countries) but at the present time patents continue 
to be organized on a national basis just as taxes remain 
on a national basis. 

Patent protection tends to be effected contem- 
poraneously in the leading industrial countries in 
several of which exploitation of patents may be licensed, 
and although the case of Murray v. Imperial Chemical 
Industries Lid (46 ATC 138) illustrates the pos- 
sibility of arranging otherwise, one would normally 
expect to find payments of paten: royalties to foreign 
owners or receipts of such royalties from overseas 
operators. 

~The draft double taxation convention of which the 
text was published in 1963 by the Fiscal Committee 
of the Organization for Economic Co-operation and 
Development, offers a model for treatment of royalties 
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(article 12). The term ‘royalties’ is expressed to mean 
payments of any kind received as a consideration for 
the use of, or the right to use, any copyright of literary, 
artistic or scientific work including cinematograph 
films, any patent, trade-mark, design or model, plan, 
secret formula or process, or for the use of, or the right 
to use, industrial, commercial or scientific equipment, 
or for information concerning industrial, commercial or 
scientific experience. 

Evidently this formula goes far beyond what is 
understood by patent rights. It is, however, a fair 
sample of the language used in double taxation con- 
ventions. Presumably it will be under this article in 
conventions that the industrial information and tech- 
niques likely to assist in manufacture or processing of 
goods or materials referred to in section 15 (7) of the 
Finance Act 1968 will fall to be classified. On the 
other hand ‘know-how’, as there defined, extends to 
the working of mines and other natural resources, which 
are specifically excluded from this context in some 
conventions, e.g., article 10 (5) of that with Australia 


(1968 No. 305). 


Double taxation relief 


The wider form of double taxation relief for royalties is 
illustrated by article VIII of the convention with 
Jamaica (1965 No. 1537) which wholly exempts any 
royalty derived from sources within one of the terri- 
tories by a resident of the other territory who is subject 
to’ tax in that other territory in respect thereof. This 


‘contrasts with the more usual ro per cent ceiling for 


exemption. Most conventions apply further restrictions 
where the royalty is attributable to a permanent 
establishment or where there is a special relationship 
between payer and recipient. 

The Jamaican agreement is notable also for the 
clause whereby any capital sum derived from sources 
within one of the territories from the sale of patent 
rights by a resident of the other territory, is exempted, 
provided he does not carry on a trade or business in the 
first territory through a permanent establishment 
there. 


Death or liquidation | 


If a company is chargeable under section 318 by 
reason of the receipt of a capital sum and it commences 
to be wound up, or if an individual recipient dies, the 
consequence is an acceleration of the charge (Schedule 
13, Income Tax Act 1952). The chargeable period in 
which such an event takes place is the last in which the 
duty under Case VI of Schedule D is competent so 
that its amount is increased to reflect all the amounts 
which would otherwise have fallen to be charged for 
subsequent periods. EE 
For individuals only there is an alternative option 
exercisable by the personal representatives. ‘This 
permits notional averaging of the entire charge over the 
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years of assessment beginning with that in which the 
capital sum was received and ending with the year of 
death. The averaging extends to both income tax and 
surtax but no actual adjustment is made for the earlier 
years. Instead, the additional burden of duty for the 
year of death is to be restricted so as not to exceed the 
additional income tax and surtax that would have been 
payable over the years specified if the amounts ac- 
celerated had been spread back. 

The option has to be exercised by written notice to 
the inspector within thirty days trom the notification to 
the personal representatives of the accelerated charge. 
The foregoing rules apply in the case of married per- 
sons so as to include income tax and surtax which 
requires to be paid or borne by the spouse. ` ` 


Partnerships 


Where a charge falls to be made cn two or more 


persons jointly as being the persons for the time being 
carrying on a trade, and that trade is discontinued, then 
the rules discussed above in relation to the winding-up 
of a company are to apply in the same way. Certain 
adaptations are, however, required to meet the dis- 
tinctive circumstances of a partnership. The additional 
sum for the final chargeable period is to be appor- 
tioned among the members immediately before the 
discontinuance according to their respective interests 
before it and each partner is to be charged separately 
for his proportion (in the case cf a death, the personal 
representatives are answerable). 

Again, the right of election described above for the 
case where an individual dies is exercisable by each 
separate partner, due regard being had to the effect on 
his personal liabilities in the years in question. 


Capital allowances for expenditure 


If a person carrying on a trade dealt wita under Case I 
of Schedule D has incurred expenditure on the pur- 
chase of patent rights used or to be used fer the pur- 


poses of that trade, then he mzy obtain allowances in 


taxing that trade. Similar allowances are available to 
others if any income receivable in respect of the rights 
would be liable to tax, and in that case the allowances 
are to be available against income from patents, 
whether of an income or a ‘capital’ nature. If a 
balancing charge arises it is dealt with under Case 
VI. | 

Section 87 (x) of the Capital Allowances Act 1968 
explains that a reference to a ‘chargeable period related 
to’ the incurring of expenditure, or a sale or other 
event, is to be taken as a reference to the chargeable 
period in which, or to that in the basis period for which, 
the expenditure is incurred or the sale ot other event 
takes place (the latter is meant only if the chargeable 
period is a year of assessment). Section 316 (as amended) 
provides that writing-down allcwances are to be made 
for the seventeen years beginning with the chargeable 
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period related to the expenditure, and in this connection 
section 75 of the 1968 Act measures the writing-down 
allowance as the appropriate fraction of the expenditure, 
namely, such fraction of the writing-down period as 
falls within the chargeable period. 


Restricted writing-down periods 


The seventeen years represent a maximum not always 
attained. If rights are purchased for a specified — 
shorter — period this is to be substituted, although 
rounded down to the number of complete years com 
prised in it. 

In other circumstances it may happen that the rights 
purchased begin one complete year or more after the 
commencement of the patent. In that event the stan- 
dard seventeen-year period is reduced by the number ` 
of complete years which, when the rights begin, have 
elapsed since the commencement of the patent. If 
seventeen years have thus elapsed, there would 
be no relief available but for a saving clause which 
provides a minimum writing-down period in that 
instance. 

As regards any expenditure incurred after April 5th, 
1946, preliminary to the commencement of a trade, the 
person concerned is to be treated as having made the 
outlay as on the first day of trading unless he has sold 
all the relevant rights on which the expenditure was 
incurred. 

It could happen that, a person having acquired a 
title to writing-down allowances, an event occurs 
before the end of the writing-down period which makes 
it opportune to accelerate or withdraw his entitlement. 
The rights may come to an end without being sub- 
sequently revived or may be sold in their entirety. 
Alternatively, part of the rights may be sold and the 
net proceeds may amount to less than the prospective 
future allowances. The latter are then brought forward 
to the chargeable period related to that happening. 


Balancing charge 


Should the net proceeds of sale exceed the prospective 
future allowances, that is, the qualifying expenditure 
remaining unallowed, then a balancing charge is 
appropriate. The usual limit of re-charge rule is 
applicable in this context so that the charge cannot 
exceed the amount of the allowances previously 
granted. 

In the case of a partial sale which does not occasion 
a balancing charge, it becomes necessary to revise the 
later writing-down allowances. The procedure followed 
has an affinity with that applicable to the purchaser of 
an industrial buildirg. The residue of expenditure 
immediately before zhe sale is reduced by the net 
proceeds thereof and a new writing-down allowance 
computed by dividinz this amount by the number of 
complete years of the writing-down period which re- 
main. 
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The Banking Game 


by CLONMEL 


RE playing fields of Lombard Street have long been 
the scene of banking rivalries. Here a robust game 
is played in which the fit survive and the weak perish, 
for the chill winds of competition blow around the 
knees of the participants. 

That the shining stars in the banking firmament 
attended some of the most famous, yet soccer-intensive, 
schools is significant. For it emphasizes the flexibility 
demonstrated by the banking industry: if the climate of 
business demands the discipline and rough and tumble 
of rugger, then a shift of loyalties towards the oval ball 
must be accepted. 


Pavilions of power 


In the pavilions of power, the bankers meet to appraise 


and pronounce, to formulate policies and implement 
plans. And at No. o (Lombard Street, that is) the 
Committee of London Clearing Bankers codify the 
general rules for the common cause. They also discuss 
with the Bank of England operational matters and 
questions of policy. 

What then have these giants in the world of business 
achieved? What developments and innovations have 
been introduced over the last ten years to produce a 
new banking industry image? 

The generally-accepted yardstick for determining the 
size of a bank is its deposits. Perhaps stung by Barclays 
displacing them at the top of the British league table 
the previous year; the Midland in 1958 announced a 
personal loans scheme. Unsecured loans were made, 
interest at a fixed rate being added to the principal at 
the outset, and repayment made by instalments over 
a maximum period of two years. An insurance feature 
was embodied in the scheme to provide for death of the 
debtor during the currency of the loan. 

But their opponents were quick to see the impending 
danger. A wild pass when a score seemed certain was 
intercepted by Barclays, who ennounced a similar 
scheme to begin immediately and thus became the 
first bank to offer this new service. It proved to be an 
unconverted try. 

The year 1958 witnessed the entry of the banks into 
the field of hire-purchase finance. The move by 
Barclays to acquire a 25 per cent equity interest in 
United Dominions Trust was seen as a natural and 
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desirable development, and other banks reacted with 
celerity by forming alliances with the leading hire- 
purchase finance companies. 

Personal cheque accounts were also introduced by 
the Midland during that year. Operation of these 
accounts was strictly limited to the receipt of funds and 
payment of cheques drawn against such deposits. No 
ancillary services, such as overdraft facilities, were made 
available but cost to the customer was restricted to 
six>ence for each cheque issued. 


Women in banking 


The value of women in banking was recognized when 
Barclays appointed the first woman branch manager in 
the country. An event that was widely acclaimed, it 
failed to trigger off any quick chain reaction; and 
although some further similar appointments have been 
made, Barclays’ ‘first lady’ — now the doyenne of the 
distaff side at branch level — would be fully extended if 
invited to raise a United Banks team to compete in a 
seven-a-side tournament. 

In 1960 the banks combined to formalize the credit 
clearing system. Introduced in stages, the complete 
scheme did not become operational until late the follow- 
ing year, and the number of articles handled by the 
Bankers’ Clearing House rose from 77 million in 1962 
to 154 million in 1967 — an average annual increase of 
154 per cent. Though the figures reflect a consistent 
upward trend in customer usage, they do not represent 
the total number of items transmitted; for example, 
individual banks’. own internal clearings and vouchers 
processed through local clearing arrangements are 
omitted. 


First computer centre 


A look into the future was provided by Barclays in 1961 
when the first computer centre for handling customers’ 


"accounts was opened in London. Now all major banks 


use these sophisticated pieces of hardware, and even 
more advanced models with enormously increased 
capacities to store information and process accounts are 
on order. i 

Westminster distinguished itself in 31965 with a 
chellenge to the merchant banks. By arranging a £1 
million debenture issue by Tecalemit, it entered a field 
not hitherto regarded as being within the ambit of joint 
stock banking. Though it has only handled a few 
subsequent issues, the bank enjoys a certain pre- 
eminence in this activity in the world of joint-stock 
banking by virtue of this experience. 

Before the year drew to a close, Westminster made a 
bid for the British end of the Diner’s Club group and 
was soon to hold a substantial minority shareholding in 
the credit card organization. 

But early in 1966 Barclays announced its intention to 
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introduce its own all-purpose credit-card scheme. Said 
to be the ‘nicest thing since money’, the Barclaycard 
was widely seen as a ticket to avant-garde living, and 
although some hostile noises came from the public 
grandstand, it scored a notable try between the posts. 
The scheme was formally launched in June of that year 
when credit stringency was pressing down on the 
economy and the touch judges (appointed by the 
authorities) appeared initially reluctant to signify (by 
raising their flags) that the try had been converted. 

Rival banks reacted quickly in tormulating an anti- 
credit card ploy. Led by the Midland — whose captain 
also leads a Spillers mid-week XV — the guarantee 
card was born and their own homespun Checue Card — 
with ‘unlike credit cards it costs the suppliers nothing’ 
advertising knocking copy — was issued to many cus- 
tomers in the Midland Group. Almost identical to other 
panks’ guarantee cards, the card guaranteed payment of 
cheques up to £30, subject to the observance of certain 
conditions, and thus generated confidence as to cer- 
tainty of payment at every establishment where the 
procedure was understood. 

Both credit cards and guarantee cards had an 
additional function: they enabled holders to obtain 
cash within limits but without formality at branches 
other than their own and thus effectively countered the 
Post Office Savings Bank facility that allows account 
holders to withdraw small amounts at any post office 
without previous arrangement. 


Banks’ first unit trust 


Lloyds today are entitled to indulge in the- mentally 
stimulating exercise of jobbing backwards, for in 
October 1966, they became the first bank to undertake 
unit trust management. The public was invited to 
invest in the bank’s First Unit Trust, and investors who 
then accepted the invitation are now sitting on paper 
profits of 77 per cent on the income units and 85 per 
cent on the accumulation units. This performance 
obviously reflects the near across-the-board rise in 
stock-market prices but unit-holders encouraged to 
invest in this medium by Lloyds can have little about 
which to cavil; for timing in buying securities is, as 
always, a vital factor. 

Evidence of the will to pioneer new ideas was pro- 
vided by Barclays in 1967 with the introduction of 
automatic cash dispensers. The first of their kind in the 
world, they enabled customers to obtain {10 in cash 
on a 24-hour basis throughout the year. Not only do 
they satisfy the limited needs of the customer requiring 
money outside normal banking hours, but the facility 
simplifies cash withdrawals when bank counters are 
busy at peak periods. To automate a banking funcion 
hitherto the preserve of the human hand thus re- 
presented a.major break-through, and the future 
application of advanced electronic security systems, 
though weakening the traditional personal tie between 
. banker and customer, could materially. contribute to 
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providing answers to many problems that will assuredly 
continue to beset the banking industry. 

The National Provincial then addressed itself to the 
private customer who was, in the main, a householder 
in the salaried, professional or wage-earning (with a 
regular employment record) category. Aimed at taking 
the tears out of paying those sizeable bills that had she 
most embarrassing impact on personal finances, the 
bank launched its Budget Accounts Scheme. Such 
anticipated imposts as demands for rates; bills for 
electricity, gas and telephone; and insurance and 
season tickets, can be lumped together and, with the 
addition of a service charge, be met by twelve equal 
monthly payments. 


International banking services 


To strengthen their ability to compete at international 
level, several financial organizations have been created 
by banks on a co-operative basis. Two companies, 
Société Financière Européenne with offices in Paris and 
Luxembourg, have been formed by Barclays, four 
leading continental banks and the Bank of America 
with the object of assisting European companies in 
solving problems arising from their international 
operations and providing medium and long-term 
finance. | 

Again, Intercontinental Banking Services was 
formed by Barclays, Lloyds and five British overseas 
banks to provide a wide range of banking services. The 
combined resources and collective expertise of the 
participants can be used to facilitate arrangements 
for large-scale finance on a consortium basis and 
ancillary work such as ad hoc economic surveys, 
market research and viability studies can also be 
undertaken. 

Links with merchant banks have also been forged. 
National Provincial joined with N. M. Rothchild & 
Sons to set up National Provincial & Rothchild 
(London), and Midland acquired a one-third interest 
in Montagu Trust, which owns the merchant bank, 
Samuel Montagu. 

It is also perhaps pertinent to mention here that 
whenever a new service or development is announced, 
the occasion is often used to give vent to the cynical 
cri de coeur — ‘Now all the others will follow’. But does 
this really happen in practice? Apart from the ac- 
quisition of hire-purchase interests, the joint credit 
clearing arrangements and the natural installation of 
computer systems, nane of the developments discussed 
above have been introduced by all the “Big Five’ banks. 
Indeed, in several instances the initiative and originality 
of a bank has not been followed by any other. 

No one can gainsay that these developments over the 
Jast decade do not provide striking evidence of pro- 
gressive thinking and vigour in-British banking. ‘They 
point to a healthy industry that is constantly ready to 
innovate and adapt 1 in response to the needs of modern 
society. 
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Long-range Planning and its 
Significance for the Accountant Ill 


by BRIAN F. EMMERSON, FCA 


Chapter 5 
INTRODUCING AND ORGANIZING LRP 


OST textbooks and papers on management techniques 

from work study to management by objectives tend to 
emphasize the importance of their subject almost as over- 
riding all others. Furthermore, emphasis is usually placed on 
the vital need for the function to have top management back- 
ing and to be exercised at the highest levels of management 
authority. In some cases this is amply justified; in others less 
so. For LRP the rule is absolute and there can be no com- 
promise. It must be attached to no less a person than the 
company’s chief executive. 


og, Although more and more companies are beginning 
to introduce formal LRP, it is undoubtedly still a relatively 
small minority that is effectively doing so. There are, for 
instance, so far as is known, only about 60 of the largest 
companies in the UK which have a formal LRP group 
established. However, it should not be felt that because a 
particular company has not established a formal LRP group 
it is not practising LRP at all. Donald J. Smalter, Director 
of Strategic Planning of International Minerals and Chemi- 
cal Corporation, has said ‘Every organization and manager 
has strategies whether they know it or not. These may be 
nebulous, inadequate, faulty and unwritten... but strategies 
exist nevertheless’. Many managements carry on an informal 
planning process almost intuitively and subconsciously, but 
generally the function would be far more effective if it were 
formalized and disciplined. In a rapidly changing and com- 
plex world, intuitive planning must become increasingly 
hazardous. l 


76. Few companies can afford an elaborate LRP function; 
still fewer can afford not to make some effort to establish 
a suitably-organized formal function. As with any attempt 
to introduce new philosophies or functions, success will 
vary directly with the thoroughness of preparation. LRP 
cannot just be introduced and expected to look after itself. 
The climate must be right. 


77. Lop management must be convinced of the need and 
must be prepared to commit itself to the development of 
LRP; then all levels of management must be helped to a 
real appreciation of its purpose. As a step towards this, it 
is usually helpful to hold a series of half-day meetings each 
for an appropriate level of management at which to explain 
what is intended and what will be involved and, at least for 
the top echelons, many companies find it helpful to hold 
the meeting away from the company’s offices. 


The concluding part of a paper presented at the Cambridge 
Summer Course of The Institute of Chartered Accountants in 
England and Wales. 


48. At these meetings the chief executive and/or planner 
must have three primary objectives as follows: 


(1) To show management that planning, however 
intuitive, informal or subconscious, already exists 
within the company and to convince management of 
the basic fact that what is to be attempted is simply 
the. formalizing and disciplining of these existing 
processes, 


(2) To outline the principles of planning theory and the 
way in which it is envisaged that plans may ultimately 
be structured and incorporated into the company’s 
management practice. 


(3) To explain how it is intended that formal LRP 
should be introduced and thereby to initiate attempts 
towards defining the company’s objectives. 


Full use may be made at these meetings of gap analysis as 
a selling technique. 


73. Whilst a significant part should be played at this 
presentation by both the chief executive and, if one has 
been appointed, the company’s planner, it may well be 
helpful to involve also an outsider, such as a management 
consultant or perhaps even a part-time non-executive 
member of the board on the basis that he should be able to 
brig to bear a degree of independence and experience 
which should help to ensure success. No effort should be 
spared to ensure that all members of management develop a 
real conviction that what is being undertaken is really well 
worth while. An attitude of enthusiasm and a desire to 
co-operate is essential. Without it the project will be 
doomed to failure and it would be a long time before 
further attempts could be successful. 


80. It is extremely difficult to assess how ambitious man- 
agement should be in setting up a formal LRP function. It 
must be recognized, however, that whilst the function will 
undoubtedly contribute usefully to company management 
from the outset, it may well not become fully effective for 
anything from three to five years from inception. One senior 
executive summed up American experience when saying of 
his company that ‘it took us three years from the time we got 
started until we got started’. For very large companies the 
ultimate objective may be the establishment of a full-time 
group of planners, ten to 15 strong, or in some cases, even 
larger. At the other end of the scale the small company may 
justifiably limit its sights to two days per week of the chair- 
man’s time. Between these two extremes, of course, lie a 
multitude of compromises and thinking will be guided pri- 
marily bv the nature, size and complexity of the company’s 
operation. 


Sr The important thing with LRP is to make a start. A 
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resolve simply to appropriate a portion of the time of - 


existing management for.planning purposes is unlikely to 
maintain momentum. With the best will in the world 
operating management is unlikely to be able to divert its 
attention from day-to-day affairs for any length o7 time 
without some really effective incentive and, no matter how 
determined he may be, even the chief executive will experi- 
ence great pressures to relax the co-ordinating effort. US 
experience shows that initially it is far easier to recruit and 
eppoint the head of the planning function than to get operat- 
ing management to accept responsibility for future perform- 
ance (as opposed to current profitability). l 


82. The introduction of LRP constitutes an act cf faith 
on the part of top management and the best chance of 
success will be provided if that faith can extend to the 
appointment of even just one pe-son to devote his whole 
time to the planning function, free of involvement in day- 
to-day affairs. Whether that person later builds a team of 
full-time planners and how that zeam is to be constituted 
can be left until the results of his earliest efforts become 
available. 


- 83. It is important at the outset that the pianner’s personal 
relationships in the company should be understood. Since 


the co-operation of line management is most likely to be 


forthcoming if it is impressed by the planner’s grasp of his 
subject, he must be given at least some opportunity to 
acquire sufficient knowledge to be able az least to approach 
his work with a degree of confidence. Also the planner must 
maintain the pressure on the chief executive to sustain his 
commitment to and guidance of the LRP function, almost 
to the point of making a nuisance of himself. 


SA. There are thus many difficulties and pitfalls to under- 
stand and guard against in the introduction and organiza- 
tion of a formal planning function — most of them asso- 
ciated with the limitations and attitudes of people. 


85. Temperament is an important consideration in 
identifying the most suitable person to head up a planning 
function. Clearly the planner must be a thinker able to 
study, absorb and marshal considerable volumes of infor- 
mation, but he must not be so much of a thinker as to be 
out of touch with reality. He must be able to keep close 
to his colleagues in operating management to gain their 
confidence as a helper without creating suspicion that he is 
a ‘spy’ in the pocket of the chief executive. He must recog- 
nize, too, that his job should be more one of seeing that 
planning is done than one of doing the planning himself. 


36. Knowledge, understanding and experience of LRP at 


least in this country is still relatively limited. Tke person’ 


first appointed to the position of planrer will therefore 
probably find himself having to learn as he goes. Whilst 
he may be given some time ta study and research his 
subject, once the planner has been identified and his 
appointment made known, little zime can be spared before 
work begins if the other membezs of the management are 
not quickly to lose confidence and interest. He is likely, 
therefore, to find himself simu_taneous-y in the role of 
learner, teacher and practitioner. His colleagues in manage- 
ment must not be expected to wait too long before they 
begin to see planning in action and he must therefore be 
able to engender a confidence which from his point of view 
may yet remain a matter of faith. 


87. If the planner is appointed from inside the company 
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he is likely to have come up through the ranks of line 
management and by inclination and experience be more 
of a doer than a thinker. Many operating managers, bred 
in an environment with little recognition of formal LRP, 
would fit only uncomfortably into the role of planner, 
demanding as it does far wider horizons and imagination ` 
than is likely to heve been the case in their previous operat- 
ing responsibilities. 


88. For any new planner the earliest stages are likely to 
be both frustrating and exhausting. Line management 
functional specialists and the planner together will be 
conducting critical appraisals not only of the company 
as an entity but of themselves and each other. Most 
formidable, perhaps, is the appreciation of the lack of 
fundamental information on which to base decisions and 
the amount of work involved in setting up the informa- 
tion-gathering process. Failures and disappointments must 
be expected; thus: 


Objectives and assumptions will be challenged from all 
sides. 


Strategy will probably be ill-defined, over-ambitious 
or otherwise unrealisiic. 


Despite a declared irtention on the part of line manage- 
ment (evoked by the example of the chief executive) to 
contribute to the full, they will inevitably appear to 
revert to their preoccupation with day-to-day problems. 
This will lead to delays in the schedule laid down at the 
outset. 


Implementation of plans will be unsuccessful and analy- 
sis of Che reasons will undoubtedly reveal some errors of 
judgement. 


89. A great deal of courage and determination, tempered 
by sympathetic understanding, are therefore the essential 
ingredients for success which will be best assured by recog- 
nition of the criteria and key steps summarized below: 


Criteria for successful planning 


(x) The planning function must have the whole-hearted 
support of top management and the chief planning 
officer must therefore report to the chairman or 
managing director. This is particularly important in 
the early stages and can never subsequently be 
wholly abandoned. 


(2) The formal planning job has the best chance of 
success if a multi-disciplined team is appointed, how- 
ever small. 


(3) The team must be headed by an individual of stature 
and preferably embody at least some mathematical 
orientation and 2 formally trained background in one 
or another business discipline. 


(4) Status and remuneration of the planner must be of 
a high level. 


Key step in plans preparation 
(1) Determine how far ahead and with what frequency 


the company should plan. Fix the due date for ap- 
proval of the plen. | 


(2) Define and allocate responsibility for each part of 
the plan preparetion. 


(3) Assemble, distribute and verify the assumptions to 
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be incorporated in the plan. 


(4) Draw up a schedule for preparing the overall plan, 


subsidiary plans and for their verification. 
(5) Implement plans, monitor progress, control, modify 


existing plans and prepare the next plans. 


In conclusion it must be said of LRP that zs with any 
other management function the ultimate success or failure 
will depend on the calibre and skills cf the people appointed 
to the task. 


Chapter 6 
CONCLUSION 


go. Nothing can be farther from the truth than the allega- 
tion that a formalized LRP function can usurp the role of 
management. Top management still has to make, and 
take responsibility for, the decisions. It is the function 
of LRP to collect the facts, clarify the assumptions, sift 
the information, assess the risks, and present the alternatives 
on the basis of which management must determine the 
strategy. 


gt. Unlike almost any other management technique, LRP 
continues to defy evaluation in terms of measuring its 
etfectiveness. As noted earlier, its introduction constitutes 
an act of faith on the part of top management for the 
justification of which no satisfactory measure has yet been 
devised. 


92. The continuity of the planning process involving as it 
does the rolling forward of long-range plans on an annual 
basis in the light of changing circumstances makes it 
extremely difficult to compare the results of 1970 with 
the five-year plan drawn up in 1965. Planner and manager 
alike can, however, derive satisfaction from the fact that 
no case is known of a planning fuaction, once started, 
being disbanded; many have been reconstituted, but 
most managements which have learned to use LRP seem 
to be convinced of its value. 


93. Assessments of its effectiveness must therefore be 
largely intuitive. The degree of success can only be assessed 
in the light of the effectiveness with waich management can 
Judge its achievement of the following: 


(1) Generation of confidence in the management group 
that important threats and opportunities are being 
identified and studied in good time and that resources 
are quickly brought to bear on them. 


{2) The ability to relate environmental changes to the 
circumstances of the company. 


(3) Clear follow on from planning to implementation. 


(4) Improved communication and understanding 
throughout the management group of company 
objectives and the means by which they shail be 
achieved. 


(5) Evidence of progressive development and retention 
of executive talent. 


(oi High proportion of success in new business ventures 
and the launching of new products and timely 
_ discontinuance of obsolescent products. 


94. Increasing emphasis on LRP will continue for a long 
time to have an increasing influence on the role of the top 
manager. Less and less will he be able to concern himself 
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with past or even current performance. For many com- 
panies the routine preparation of monthly accounting and 
operating reports within a few days of the period has yet 
to be achieved. For others, accustomed to this discipline, 
it remains a process generating great urgency and con- 
siderable excitement. In the context of the 70s important 
though monthly reports will remain, for the top manager 
they will be of interest only to the extent that they deviate 
from the plans. 


95. This paper has set out to present no more than an 
outline of the principles of LRP and to comment broadly 
on some of the outstanding features. As a subject it can be 
extremely difficult to grasp since it is both art and science 
and calls for both philosophy and technique but the 
beginner can be assured that once he tries to relate these 
principles to any particular company, it will immediately 
assume greater significance and realism. 


op, Even those companies which rank themselves as 
amongst the best managed in the country will be prepared 
to admit that their LRP — if it really exists — is the least 
higkly developed of all their management functions. In 
the “ight of the remarkable rate of development of manage- 
ment which has been witnessed over the last fifty years with 
the continuous emergence of new ideas, new concepts and 
new techniques, it is perhaps surprising that it has only been 
in the last ten years, even in the US, that LRP has made 
real headway. 


97. One must hesitate before venturing that LRP is the 
end of the management road, but it is easy to understand 
the manager who, having developed a successful formal 
LRF function, claims ‘now we have seen it all’. ‘Hac volo, 
sic jubeo, sit pro ratione voluntas’ may be translated ‘this is 
how I wish it, thus I therefore command and my wish is 
sufficient reason’ or, from the point of view of the long- 
rang2 planner — ‘by planning I will achieve my objectives’. 


98. As a last word on LRP it must be stressed that no. 
plan is effective until resources are committed. 


Part 11— The Accountant 


Chapter 7 
INTRODUCTION 


99. In Part I we have considered the main elements of 
LRP as a function of management — a function which 
without financial discipline is just an idle exercise. In this 
part we can new discuss the significance of LRP for the 
accountant and can do so from several standpoints. 


roo. We can consider LRP as imposing new obligations 
and new responsibilities on the accountant and we can 
consider it as presenting new opportunities. We can do so 
from the standpoint of the accountant in the profession 
and froni that of the accountant in industry and we can 
consider it also in respect of the implications for the pro- 
fession as a whole. 


101. Whether in practice or in industry, the accountant’s 
view of LRP must be influenced by whether he sees himself 
as there to serve primarily the shareholders or the man- 
agement. Although, like all management functions, LRP 
should be used for the benefit of shareholders, it ts a func- 
Don which has to be exercised by management, and the 
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| A Stock Exchange Quotation? ` 


ADVISORY SERVICE 
FOR PROPRIETORS OF 
PRIVATE COMPANIES 


The pro>.ems of company proprietorship are greater today than at any time in Britain’s ` 


industria. history. Family owned concerns and other private companies face formidable 
difficulties, especially in respect of taxation, company legislation, finance and the retention. 
of profits within their business. 


The impazt on privat? companies and on their shareholders of restrictive legislation and 
high compary and p2rsonal tasction may frequently be reduced by converting private 
concerns into publicly quoted ccmpanies, This may secure additional advantages —for 
example easier access to the cap-tal market as a source of further fimds and the use of 
quoted sesurities to eTect acquisizions, 


In certaix. circumstances, however, it may not be in a compary’s best interest.to obtain a 
stock market quotaticn and in tkat event the advice would be not to proceed, 

For directors and shazeholders c? private companies the decision on going public is sucha 
erncial stage in their company’s development, that impartial and expert advice clearly can 
be of inestimable value. 


As Merchant Bankers, Singer & Friedlander have considerable experience and judgement 


in both private and public company matters, especially in assisting private businesses in ` 


becoming public companies, and of the detail and advisability of proceeding on such a 
course. A:ded by their provincial-operations and their wide industrial contacts Singer & 
Friedlander have developed a particular knowledge of the problems of the privatz company 
and of its shareho.ders. They are also able to provide a realistic and up to date opinion 
of the market value o? private companies, 


Directors of companies whose pz-cfits exceed £125,000 per annum are therefore invited to ` 


contact Singer & Friedlander foz informal and impartial discussion. Fees become payable 
only when a transaction is sgreei upon and completed. 


Companies whose prozits are between £50,000 and £125,000 will also be advised. In some of 
these cases i5 may be that a suitable merger would be advocated 3 in order to achieve a 
swifter and more efective public flotation, 


All enquiries will se created in absolute confidence and will be dealt with Ge a Managing 
Director. Please address your initial enquiries to the Managing Director named below at 
any of the Singer & Friedlander o-fices shown:— 


GER 
_ FRIEDLANDER 
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M. C. Stoddart 123 Hagley Roac. Edgbaston, Birmingham 16, STD 021-454 2247 | 
E "198 Bridlesmith Cate, Nottingham, NG1 2GQ. STD ONO 2-513768 
B. H. Buckley, Westminster House, Park Row, Leeds 1. STD OLE 238073 
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more than another?” 


Hamlet became obsessed by death, and its effects both on 
the living and the dead. If he’d thought it all out a little more 
clearly, he might have saved half a dozen lives, not to men- 
tion a kingdom—though it wouldn’t have made such a 
good play. 

Even now, people lose for their successors great portions of 
their estate either by refusing to think about death at all or 
by not thinking about it either clearly enough or soon 
enough. Which is why Hogg Robinson & Gardner Mountain 
direct so much effort to alerting Estate Owners to the dangers 
of procrastination and have a whole department of specialists 
concerned with every means of mitizating liability to death 
duty. 

Headed by H. D. Argent (the author of the standard text- 
book on the subject) they are anxious to relieve solicitors 
and accountants of some of the burden of what is now a 
highly involved and complex problem. More so since the new 
legislation also means that every existing plan must be 
re-examined. 

Why Hogg Robinson & Gardner Mountain more than 
another? l R 
Because of their unequalled experienze in this field generally, 
and in particular because of their practical knowledge 
already established from working within the new regula- 
tions. 

Moreover, when Hogg Robinson & Gardner Mountain 
study a case, they do not just look for the simple solution 
in terms of insurance. They prepare a completely compre- 
hensive report, which recommends the most advantageous 
solution for each specific problem. 

If you think this comprehensiveness and experience could be 
of service, you are invited to phone or write to Mr. Argent, 
who will explain the system that hes been evolved to deal 
efficiently with each individual requirement. 


HOGG ROBINSON & GARDNER MOUNTAIN 
(LIFE & PENSIONS) LIMITED 


10/11 Crescent, Minories, London, E.C.3. Tel: 01-709 9623 


“Why he 
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a simple solution 
to a perennial problem 


Clients may often ask you whether it is still possible to make 
really advantageous provision for schoo! fees. 


The answer is yes. Under our special Trustee Scheme, capital sum 
payments in advance continue to attract substantial benefits. 


* The capital earns an attractive rate of interest, which is free 
of income tax, surtax and capital gains tax. 
* The termly payments are not aggregated with the parent's 
income for tax purposes. 
* The capital sum can be freed from estate duty liability in- 
stantly. 
As an example of what can be achieved, a capital sum of £1890 
will produce fees of £600 a year for 5 years, starting in 10 years 


me. 
Full details of this important scheme on request. 
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10 Queen Street, Maidenhead, Berks. Phone 22323 
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Entrust your work to the MADIC Service. 


Our charges are reasonable and we have 
20 years’ experience to back our claim 


for accuracy and reliability. 


This is only one of the services we provide. 
Send for brochure. 


Have things your own way with 


MADIC DATA PROCESSING SERVICE 


13-15 Sheet Street 
Windsor, Berkshire 
Telephone Windsor 63416-8 
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accountant who is content to limit his sights to the attest 
function -on behalf of the shareholders need scarcely be 
aware of the existence of LRP. For him his involvement 
becomes a function of the degree of remoteness of manage- 
ment from shareholder. From the point of view of develop- 
ing his own business or his personal career, however, even 
this type of accountant should consider LRP. 


zo2. Accountants, of course, both inside and outside 
the profession become interested and involved in widely 
diverse activities. Many will grasp the opportunity to 
shoulder new burdens and become invoived as company 
planners. At-this point they cease to be acting as account- 
ants and for the purposes of this paper we must confine 
our attentions to the accountant acting basically as an 
accountant either in the profession or inside the company. 


Chapter 8 . 
THE PROFESSIONAL ACCOUNTANT 


103. For the accountant in the profession LRP is impor- 
tant in two ways: first, in relation to his client and second, 
in relation to his own practice. Subject to the points 
raised in later paragraphs, the position of the professional ac- 
countant in relation to his clien:’s LRP is little different 
from that of the accountant in industry. 


104. Most accountants in the profession today are wise 
enough to want to serve their clients not only as auditors or 
tax advisers but on as wide a front as poss:ble. How far they 
can go is largely a function of the size of their own practice 
and whether it is large enough to support the specialist 
personnel who become necessary once they have decided to 
develop beyond traditional fields. If the practics is not suffi- 
ciently substantial to support such specialists, it is generally 
best not to hazard its reputation by invelyement in unfami- 
liar areas. 


105. If these propositions are valid, then to satisfy the 
desire to widen client service the professional accountant 
must initiate his own LRP and go through all the processes 
outlined in Chapter 2, i.e.: | 


First he must appraise the strengths end weaknesses of 
his practice. Here he must guard against wishful thinking 
and ask himself such questions as: i 


Is the practice vulnerable to the take-over of a large 
client? 


Is it expanding or contracting? 


In an increasingly complex professian can. the practice 
continue to provide adequete service to those of its 
clients which are expanding their businesses fast? 
Is the practice adequately set up to continue to provide 
service to those clients with growing international 
activities? 
Then he must evaluate the environment. Here he will 
consider the attitude of management generally towards 
the profession. He will observe the growth and impor- 
tance of EDP and the trend towards mergers so prevalent 


in the profession in recent years. He will observe also the ` 


growing internationalism in business. He will be con- 
scious of the increasing competition from lawyers, man- 
agement consultants and others within those areas such 


as tax, executorship and financial investigations: which. 
have traditionally been regarded as Lis preserve. Only, 


auditing remains inviolate. 
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Then he must set his objectives. These, of course, must 
depend to a great extent on the results of his appraisal 
both of his own practice and of the environment in which 
it operates. Such an evaluation can rarely leave the 
practitioner quite satisfied with the status quo. He will 

. surely have found a need to strengthen his practice either 
in terms of widening its range of services or of strengthen- 
ing its international affiliations. He may have reservations 
about the existing provisions for retirement and succes- 
sion. 


Finally he must determine his strategy. Here, above all, 
he must be realistic. His answers to the earlier questions. 
may have revealed that he must first obtain more reliable 
facts. Should he stand alone in splendid isolation ~ aloof 
from the professional mergers taking place around him? 
Ultimately he may identify another firm or firms with 
objectives similar or complementary to his own with 
which he might feasibly come to some suitable arrange- 
ments for the purposes of developing a joint strategy for 
achieving joint objectives. 


106. Once he has satisfied himself that he is equipped by 
virtue of competence and/or size to advise his client on 
management matters, the professional accountant in practice 
is, with regard to LRP, in a similar position to that of the 
accountant in the company — with one important difference. 
By virtue of his status he is, of course, more independent 
than the accountant on the payroll. 


107. This independent status itself has significance in a 
number of ways, viz: 


(1) Provided he is practising his skills on a wide front 
with a variety of clients, the professional accountant by 
comparison with the accountant in industry can, and 
should, have a broader range of experience to bring to 
bear on his clients’ affairs. By contrast, of course, 
the accountant in industry can contribute a deeper 
and more intimate knowledge of his particular 
company’s affairs, its products, its markets and the 
patterns and behaviour of costs. 


(2) Independence by definition means that a professional 
accountant should not be vulnerable to any imputa- 
tion that he has an axe to grind and that he should in 
consequence be able to tell management what it should 
be told, rather than what it likes to be told. 


(3) It is essential that the professional accountant if he acts 

- as auditor to the company he is advising should not 
impair the independence so essential to his attest role 
by too close identification with policy-making de- 
cisions. In connection with LRP rather more than 
most management advisory services this may be both 
particularly important and particularly difficult. It may 
be important for the professional accountant to ensure 
that his function should not extend beyond collecting, 
analysing and presenting the information on which 
management can base its decisions if he is to avoid 
allegations that he is impairing his independence. 


108. This whole question of the independence of the 
auditor has been receiving great attention in the US in 
recent years and may well be expected to enjoy similar 
ventilation in this country in the future. There have been 
some interesting arguments advanced from a great many 
sources concerning what is regarded as the paramount 
need for the public accountant to preserve his independence 
in relation to his client if he is not to impair his attest 
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function. Much of the argument is academic and unrealistic 
but has succeeded in arousing strong passions The dis- 
cussion has had its origin in considerations of the professional 
accountant’s involvement in management services work, 
since it was alleged that an auditor could no longér be 
independent in relation to his client once he had involved 
himself in giving his client management advice. It remains a 
mystery why this should have become ‘an issue when it 
has for years been customary for an auditor to negotiate his 
clients taxation affairs. Indeed, if the argument is to be pur- 
sued to its logical conclusions, it could well be claimed that 
an auditor cannot be independent of his client so long as he 
is paid a fee for doing his work. If the arguments of the 
academicians therefore were to prevail, the ultimate con- 
clusions could presumably only be the appointment and 
remuneration of auditors by the State and for strictly 
limited periods. 


109. Far from accepting allegations that consu-ting work 
impairs the independence of the auditor, the professional ac- 
countant should be able to stress to his clients that his con- 
sulting activity is set up primarily to serve existing clients 
with whom he has a long standing professional relationship 
and with whom he intends to continue this relationship. For 
this reason alone he will take infinite pains to ensure that his 
consulting function is set up to provide only the highest 
quality services on the basis of the greatest professional 
integrity. All prospective clients can take confidence from 
the fact that his consulting service is based on this bedrock 
foundation. 


110, Subject to the three points set out above, the appro- 
priateness and technicalities of the involvement of the pro- 
fessional accountant in his client’s LRP is little different in 
principle from the contribution of the company’s own ac- 
countant. 


Chapter 9 
THE ACCOUNTANT IN INDUSTRY 


LIX. It has been observed that comprehensive and effective 
LRP demands the fullest utilization of all the management 
and operational skills. This applies to accounting no less 
than to other specializations provided accounting is ac- 
cepted as properly applying to the future as well as to the 
past. Those who see accounting or management azcounting 
as an all-embracing function covering such techniques as 
network analysis and OR may have little difficulty in 
stretching a few points to include LRP as a subsidiary func- 
tion of management accounting. 


112. On the other hand, those with a better balanced 
perspective will realize that accounting — for the past, 
present or future — is just a service — a service which should 
have a contribution to offer to nearly all management 
processes or decisions. 


113. Dealing with ‘Road blocks to LRP’, E. Kirby Warren 
quotes the view of a planner who participated in his re- 
search into obstacles to successful planning as fol-ows: 


“The controller’s main job is to see that the resources of 
the business are conserved and being used efficiently. In 
accomplishing this task he uses the tools of accounting, 
auditing, and more recently, budgeting and forecasting. 
Because of his interest in conservation and efficiency, the 
controller normally has a functional bias in the direction 
of saving rather than spending money. His work is primarily 
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with figures and of necessity is oriented toward recording 
and examining the results of past operations. His task is to 
measure the results of risks taken by other functions of the 
business rather than to take risks himself... . Within such 
a setting it is only to be expected that forecasting as 
developed by the controller has tended to be a projection 
of past trends into the future. 

‘LRF on the other hand must contend with the risks of 
innovation and deal with the excéptional and improbable 
future. It must be concerned with risk taking — spending 
money to make money. The measure of the effectiveness of 
LRP is not ecficiency but how well the course of business 
has been charted on the sea of future risk. Above all, those 
entrusted with the responsibility for LRP must be oriented 
toward che future — not the past. They must be able to take 
risk in their stride — not pass the risk to others or act as a 
passive observer or measurer. The LR Planner must lead, 
not follow. ... Placing the LRP function under the average 
controllzr will assure its sterility.’ 


114. The accountant may well be called upon in connec- 
tion with LRP to contribute more than just accounting. 
How deeply he becomes involved will depend more on his 
character and personality than on his accounting. Thus 
a man who can offer imagination and vision combined 
with extensive experience of a wide variety of industries 
and a rigorously disciplined mind and humble soul may 
well find himself wholly committed to the LRP function, 
whether his background lies in accounting, production or 
marketing. 


115. For the typical accountant, however, his main con- 
tribution to LRP will be similar to his contribution to other 
management functions, disciplines and decision-making — 
the function of measuring in quantitative terms the results 
of the actions of others. Traditionally the accountant has 
always be2n accepted as a measurer of past results; later 
his skills were recognized as appropriate to measuring 
current performance; still later he was accepted as the per- 
son to measure the standards by which to monitor current 
and short-term future performance. It is, therefore, but a 
short step to accept his ‘role as the measurer of long-range 
plans. 


116. The effectiveness with which he will do so will 
depend principally on two factors: 


(1) The thoroughness of his grasp of the company’ s 
operations, of the incidence and behaviour of costs in 
charging situations and varying levels of activity, and 


(2) The extent to which he can stretch himself in opposite 
directions -on the one hand to stay with the theorizers 
in developing blue-sky strategy and on the other to 
keep the strategists’ feet firmly on the ground by 
pres2rving discipline and realism, measuring in 
quantitative terms all their plans at every stage. This ` 
two-way stretch can generate real conflict since the 
measuring discipline which he is there to provide 
mus- be firmly adhered to but not so firmly as to stifle 
the imagination of the planners themselves. 


117, Adherence to financial disciplines in LRP is clearly 
the principal contribution to be made by the accountant. 
In making it he will be concentrating his efforts to ensure 
that all plans are reduced to realistic forecasts of revenues, 
costs and zash flow. Here he will be’simply extending his 
already accepted function a little further into the future. 
He will be concerned to ensure that a distinction is clearly 
maintained between plans and forecasts'and toensure that 
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the financial presentation of plans is such that actual de- 
velopments can be fairly compared and controlled azainst 
them. | 


118. Most planners plan for growth, usually on the prin- 
ciple that no company can stand still ~it must either grow 


or contract and it is in this connection that the accountant 


comes into his own, since planning is a wonderful breeding 
3 ground for starry-eyed optimists; all too easily plenners 
quite overlook that growth has to be financed either by 
profits or fund raising and the accountant must be con- 
stantly on the alert for expansion plans which canrot be 
achieved. He should be well able to advise on the need for 
and timing and feasibility of raising new capital despite the 
fact that the accounting profession appears to have sarren- 


- dered so much of its heritage in this area to the merchant 
bankers. 


110. In connection with this erosion of the accour-tant’s 
proper field of operation LRP highlights another danger, 
or perhaps it is another opportunity for the accountant 
in industry. For some time now the development of EDP, 
the refinement of budgeting techniques, the grovth of 
internal systems, procedures, OR and O & M functions 
have all been leading towards the integration under one 
senior executive of all management information and man- 
agement services responsibilities. Whereas at one time 
managements were prepared to think of management 
information in terms principally of accounting and manage- 
ment accounting it is now conceived on a much wider basis. 
At one time it was regarded as a natural progression <or the 
chief accountant to become financial director and frequently 
managing director. 


120. Now, with the simplification and automation of 
accounting. procedures and their integration with. the 
management services and management information systems, 
the accountant is only one of a number cf candidaczes for 
development to top management status via this route. The 
controller of administrative services now might equally 
be an economist, mathematician or EDP specialist and the 
impact of the development of LRP on this situation merits 
careful consideration by the accountant in industry. 


Chapter 70 
THE PROFESSION AS A WHOLE 


121. Having considered some of the implications cf LRP 
for accountants in the profession and in industry, this 
paper would not be complete without some comment on 
the function in relation to the profession as a whole. 


122. LRP is concerned with the significance of change, 
particularly in relation to the customer and to the skills 
of the business. In relation to the customer, the acccuntant 
may consider what changes he may expect. It must de true 


today, and probably for the next decade, thet the principal: 


role of the professional accountant is and will continue to be 
his auditing function and, in the UK at any rate, auditors, 
once appointed, tend to be replaced only for very serious 
reasons. By comparison with the US a change of auditors 
is a rare occurrence, except perhaps in respect of merger or 
acquisition of clients. Some may feel that this makes for a 
degree of professional complacency but whether or not this 
is so, change in the market which the professional accountant 
serves is obviously far less significant than change in the 
market served by an industrial company. The significance of 
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change in respect of hardcore skills, is, however, of greater 
importance and indeed if the professional accountant fails 
to recognize the need for development of his skills, the 
possibilities of change in his market may well assume 
greater significance. In serving his market as auditor, 
the accountant has already recognized the need to keep 
abreast of developments in EDP, and to adopt, for 
example, such techniques as flow charting and statistical 
sampling to upgrade the value of the service he provides 
for his client and to give better value for money. The 
significance of change will not be lost, either, to those 
accountants deeply involved in taxation. 


123. Strategy should determine the organization struc- 
ture. In asking themselves whether the profession embodies 
the best organization structure, accountants must first be 
agreed on their objectives. In considering their objectives 
they must question whether it is possible to establish one set 
of objectives to satisfy accountants both in the profession 
and out of it. Could even two sets of objectives be expected 
to satisfy the two broad categories of accountants? 


124. To find the answers to these questions the profession 
as a whole must go through the other processes — analysing 
strengths and weaknesses and evaluating the environment 
in which it operates the services it provides and the regard 
in which it is held. 


125. It may be assumed, of course, that this continuing 
process is already going op in the hallowed halls of the 
Institutes and there is much evidence to encourage this 
assumption. It might, however, be questioned by some 
accountants whether the profession’ s LRP is being con- 
ducted along the right lines and whether it is based on the 
right assumptions. 


126. In setting the objectives and determining the strategy 
for the profession many éstablished principles must come 
under the microscope. No cow can be too sacred. The 


following are some of the questions which may reasonably 
be asked: 


(x) Should the Institutes be more concerned with pre- 
serving the status quo: or initiating change? 


(2) Can the Institutes do more to enhance the reputation 
of the profession as 3 whole by convincing industry 
that accountants really are concerned as much with 
helping management as with certifying figures: 


(3) Are the memberships of the councils reasonably 
representative of the members as a whole? Are the 
members in industry adequately represented? Are the 
councils too large and consequently as a body too 
sluggish and inflexible? ` 


(4) Do any of the regulations constitute restrictive 
practices? 


(5) Could ethical rules be more liberal and the ee 
of standards of competence be more rigorous? 


(6) Could the appointment of a high-powered director- 
general to work with a much smaller and more repre- 
sentative council provide a more vigorous and 
forward-looking policy-making group for a unified 
profession? 


127. This paper can pose only some of the See 
Members themselves can no doubt produce many more. 
It must be for the members as 2 body to formulate their 
views and exert their wishes. (Concluded.) 
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Facts, Failures and Frauds: Revelations 
Financial, Mercantile, Criminal 


by D. Mopp Evans, 


David & Charles (Publishers) Ltd, Newton Abbot, Devon. 
1255. 


More than roo years ago Mr D. Morier Evans made a 
hobby of collecting ‘everything of importance bearing upon 
topics financial and mercantile’. He incorporated this 
material into a work the alliterative title of which indicates 
that he concentrated on items dealing with the more doubt- 
ful events of the commercial life of his time. Facts, Failures 
and Frauds is an absorbing account of 13 financial scandals 
of the middle of last century soarked off, the author 
thought, by the railway mania of 1845 when obscure 
individuals were ‘converted, as if by magic, into mil- 
lionaires’. This now happens almost daily to pop-singers 
and even their managers, but in Mr Evans’s day it really 
was something to write about. And write about it he did 
in a style almost as dramatic as the events he describes. 

He is particularly good on the rise and fall of Mr George 
Hudson, M.P., the linen-draper turned railway entre- 
preneur; on the ‘delinquencies’ of Messrs Strahan, Paul 
and Bates, which although less remarkable for ‘bold, 
unblushing and unmitigated turpitude’ than those of others 
he mentions, were all the more surprising because the 
partners of the banking firm who committed them were 
highly respectable members of society with impeccable 
personal habits; and on the strange affair of the British 
Royal Bank. This short-lived institution, committed to the 
liberal policy of lending money as fast as it came into the 
till, acquired as a director a Mr Humphrey Brown, also an 
M.P., who, anxious to implement this policv, opened an 
account with ‘the magnificent sum cf £18 14s’ and promptly 
ran up a debt to the bank of £70,000. Understandably, at 
the inevitable criminal proceedings which followed the 
collapse of the bank, Mr Brown’s Counsel in addressing the 
jury on his behalf, said that ‘his task was one of considerable 
difficulty’. 

The publishers have added to the enjoyment of the reader 
by reproducing the book in the format of the original edition 
of MDCCCLIX and, what is more, they plan to republish 
two other similar works by Mr Evans still consulted, they 
claim, as source books for historians as well as being read 
for sheer delight. On the evidence of Facts, Failures and 
Frauds, this can readily be believed. 
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Operations Research Techniques for 
Capital Investment 


by Professor F. HANSSMANN. 
John Wiley & Sons Ltd, Chichester, Sussex. ro8s. 


Accountants in general will have heard of operations 
research and many know its general intentions. Not so 
many know or understand the precise techniques used ‘in 
practice or believe that it is necessary to understand them. 
There is little literature on the subject available to the 
novice and it is therefore left to the specialist to advise 
clients in the use of the techniques in attempting to solve 
business problems. 

Professor Hanssmann believes that in this comparatively 
new field there are three main contributions which OR can 
make, namely, investigation of concepts of return on invest- 
ment involving multiple choices; analysis of ‘uncertainties’ 
in business decisions; and the application of mathematical 
programming and computer techniques to problems in- 
valving multiple budgets, interdependent projects, mini- 
mization of risks, continuous investments and so on. An 
important factor in OR work is that of simulation, or 
models, which can make such problems blindingly simple. 

No work on OR can itself be simple, however, and it 
would be useless to try to give that impression. Hence, the 
present work is not for the light reader but rather for one 
who genuinely wishes to understand by concentrated effort 
himself. Nevertheless, even the reader whose knowledge of 
mathematics is not advanced will gain a substantial appre- 
ciation of the subject from a perusal of the simpler portions 
of the text and a study of the graphs and tables reproduced 
in the book. The accountant who knows something of both 
statistical theory and computer programming will be well 
on the right road already. 

The author addresses his book to those who are entrusted 
with investment decisions as well as those who are training 
in quantitive methods at business schools. It is doubtless 
a book which will be greatly welcomed by many in these 
fields. For the more general reader who is selective in his 
reading there is much of value but the book is one for the 
specialist. 


Business Planning 


by D. R. C. HALFORD, opp, B.SC.(LOND.), B.A.(CANTAB.), 
M.B.I.M. 


Pzn Books Ltd, London. Paperback 8s 6d. 


Mr Halford’s style of writing may not be crisp but he 
certainly avoids those long-winded generalizations that one 
so often finds in management books. He is sufficiently clear 
and down-to-earth for one to see what he is saying at a 
glance, and it must be stated at the outset of this review 
that he has something useful and important to say. His. 
attack on absorption costing, for example, as well as his 
warning on return on assets, the layout of his corporate 
plan, his use of contribution analysis, the discussion on 
management by objectives, his frequent practical hints and 
tips, his graphs and his tables — are all admirably clear and 
useful 

But there are, perhaps, rather too many pages on the 
evils of absorption costing and the merits of contribution 
analysis, for while few would dream of denying what he 
says (certainly not this reviewer), one does get the feeling 
that he continues for too long to flog a horse that he killed 
stone dead in the first few pages. The criticism here is not 
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merely that the author dwells too long on accountancy 
methods but that, as a consequence, he does not devote 
enough space to other topics of great importance. He says 
little cr nothing about, for example, analysing a company’s 
streng-hs and weaknesses, or about manpower planning, 
or the concept of an overall strategy, or technolegical 
forecasting, or the techniques of forecasting, or diversifica- 
tion and integration. These matters are not trivia — they 
are the very vertebrae of the corporate planning process 
and surely deserve much more discussion. 

One is a little puzzled, too, by the sequence in which the, 
subject is presented. Thus one reads several chapters on 
metheds of accountancy before being introduced to the 
plennmg process in which these methods are used as tools. 
The significance of these early chapters might have been 
better appreciated if they had come later. Or again, we 
-learn in Chapter 5 how to set objectives for managers, but 
do no: learn how to set an objective for a company until 
Chapter 7. Is it really appropriate to set objectives for 
managers before those of the company for which they work? 
Then we see how the price/earnings ratio can be used to 
determine a company’s objective, but having learnt this 
we never hear of the price/earnings ratio again and the link 
between it and subsequent calculatians is not brought out. 

This book is like a set of spotlights each shining on a part 
of the planning process. Where the lizht falls it clarifies and 
illuminates, but between these pools there is darkness. One 
woulc have preferred Mr Halford io have held his flare 
aloft so that we might see the full contour and complete 
pattern of the planning process. Nevertheless this is a 
book that accountants should read, for their role in cor- 
porate planning can be an important one. 


Audits 


by Sic ArTHuR E. CuTForTs, C.B.E., F.C.A. 


Twelfth edition by Alfred Palmer, F.c.a., and J. C. Crawford, 
B.COM.., C.A. 


Gee & Co (Publishers) Limited, E 258. 


The objects of the late Sir Arthur Cutforth, when he first 
published this textbook in 1907, were to outline the main 
principles of auditing and to present the information in a 
form suitable for students. Subsequent editors have main- 
tained these aims but somehow the text does not seem to 
have grown with its subject. Treatment is in breadth 
rathe: than in depth as can be seen from an analysis of the 
contents. There are only about 70 pages on the actual pro- 
cedures of auditing and a further 25 on a rather superficial 
survey of the special features of various classes of audit. 
Miscellaneous matters which include holding company 
and group accounts, taxation and prospectuses are dis- 
missed in less than 20 pages and discussion on representative 
examination questions occupy around 65 pages. Most of 
the remaining 80 pages are merely straight reprints of 
relevant sections of the Companies Acts. These last pages 
shoud clearly have been used to present expanded basic 
information on auditing practice. 

Ccmparisons of textbooks are inevitable and this one, 
in its present make-up, does not match up to some recent 
publcations, comprehensive and with a modern approach 
‘to their subject unhampered by limitations imposed by 
‘tradition. Its editors should take their courage in all four 
hancs, write a new work from scratch and dedicate i+ to the 
memory of the author of the pioneering work which they 
-are al present striving, perhaps too faithfully, to preserve. 
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The Secretarial Handbook 

by E. WESTBY-NUNN, B.A., LL.B. 

Sixth edition by DAVID FOSTER. 

The Solicitors New Stationery Society Ltd, London. 30s. 


Such a well-known standard work really needs no intro- 
duction. Mr Foster has taken the opportunity in this 
edition of adding all the necessary references to the Com- 
panies Act 1967. The value of the book is twofold — in 
summarizing the essential law affecting company secre- 
taries, and in providing an appendix of forms and prece- 
dents which must be invaluable to any secretary, account- 
ant or solicitor. 

There is also the very great value such a concise summary 
must have to students and no doubt many copies will be 
bought for just this purpose. 


RECENT PUBLICATIONS 


PRODUCTIVITY AND PROFIT IN CATERING, edited by Professor 
John Fuller and James Steel. 103 pp., 84x53. The 
Scottish Hotel School, University of Strathclyde, Glasgow, 
paperback, 12s 6d. 

COMPUTERS: PLANNING FOR PEOPLE, by Enid Mumford and 
T. B. Ward. 176 pp., 9 54. Batsford, 37s 6d. 


DIVISIONAL PERFORMANCE: MEASUREMENT AND CONTROL, by 
David Solomons. xi+307 pp., 9X6. Richard D. Irwin, 
Homewood, Illinois, paperback, $3.95. 


SCALE, INNOVATION, MERGER AND MONOPOLY, by Harry 
Townsend. ix +106 pp., 8x5. Pergamon Press: hard- 
back 17s 6d, paperback ros 6d. 


CHARLESWORTH’S Company Law, ninth edition, by T. E. 
Cain. 1+484 pp., 9x6. Stevens & Sons; hard-back 4os, 
paperback 18s 6d. 


Economics OF PUBLIC FINANCE, by Edmund Seddon. xi -+ 
225 op, 74X5. M & E Handbook Series, Macdonald & 
Evans, ras 6d. 


Basic FINANCIAL MANAGEMENT, by Edward J. Mock, 
Robert E. Schultz, Raymond G. Schultz, Donald Hart 
Shuckett. xvii+684 pp., 9x6. International Textbook 
Co, 8os. 

THe Art OF COMMUNICATION, by A. C. Leyton. ix +214 pp. 
84 xX 54. Pitman, 35s. 

TorpHam AND Ivamy’s Company Law, thirteenth edition. 
Supplement by E. R. Hardy Ivamy. 7 pp., 8X 54. 
Butterworth: main work and SEBES 25s; library 
edition, 36s. 

A SHORT INTRODUCTION TO COMPUTERS, by Anthony 
Chandor. 114 pp. 8x 54. Arthur Barker, 21s. 

Tue SPECIAL CHARGE oR WEALTH Tax, by K. S. Carmichael, 
42 pp. 83 x 5%. HEL, paperback, 8s. 

INVESTMENT AND Unit TRUSTS IN BRITAIN AND AMERICA, by 
H. Burton and D. C. Corner. 409 pp. 10 X 6. Elek Books, 
6 gns. 

Economic PLANNING AND POLICIES IN BRITAIN, FRANCE AND 
GERMANY, by Geoffrey Denton, Murray Forsyth and 
Malcolm MacLennan. 424 pp. 84x54. P.E.P./Allen & 
Unwin, 50s. - 

CAPITAL INVESTMENT Decisions, by L. E. Rockley. x+260 
pp. 94 xX 63. Business Books, gos. 

MANAGEMENT GLOSSARY, compiled by J. Johannsen and 
Andrew Robertson, edited by E. F. L. Brech. 146 pp. 
84 X 54. Longmans, 30s. 

Law oF Torts, by J. G. M. Tyas, M. & E. Handbook Series, 
xxv +231 pp. 7 X 5. Macdonald & Evans, paperback 12s 6d. 


These books may be obtained from, or through, Gee & Co 
(Publishers) Ltd, The City Library, 151 Strand, London WC. 


714 


Finance and 
Commerce 





Fisons 


EADERS of the 1967-68 repozt and accounts of Fisons 

Ltd will find on page 31 in small type the essential 
point of the year’s operations by the group. The ratio of 
trading profits to sales was 8-1 per cent against 5:3 per cent 
in 1966-67 and was the highest since 1960. Similarly, the 
ratio of profits before tax and interest charges was II per 
cent against the previous year’s 7-1 per cent and was, again, 
the highest since 1960. 

In the Fisons report there is no ‘Chairman’s statement’, 
as such, but there is a very full directors’ report and also a 
lengthy and detailed ‘Review of activities’. It is from the 
latter that shareholders, and other interested readers, find 
the background to the ratio improvement. In 1967-68 the 
group fully achieved the trading budget which aimed at 
doubling pre-tax profit and lifting group profitability to a 
reasonably satisfactory level so that a profit platform could 
be established from which forward development could be 
planned. 

‘During the year’, the directors state in their review of 
activities, ‘we have clearly defined the group objectives and 
on the basis of these objectives have produced a carefully 
considered group plan. The most important goals in this 
plan are to achieve a steady growth in earnings per share 
and to optimize the return on capital invested in our chosen 
activities. We consider the first of these two indices as the 
best safeguard of the stockholders’ interests and the second 
as the most effective measure of the efficiency of our 
managements.’ 


Chosen profile 


An important element in the achievement of the group 
plan is the immediate elimination of all loss-making 
activities and the progressive disposal of those activities, 
whether profitable or not, which do not fit into the chosen 
profile. Shares in Murgatroyd’s Salt & Chemical Co have 
been sold as have the interests in International Fertilizers 
in- Canada, Gland Supplies, Fulford (India), National 
Polychemicals Inc., and Management Aviation. 

Further than that, simplification and streamlining of 
group operational structure has eliminated much duplica- 
tion of administration and has canalized ‘resources of 
management, technical strength and finance into the group’s 
most important and profitable activities. Each division is 
controlled by a director-in-charge, who has clearly defined 
targets for profit and return on capital and who is personally 
responsible to the chief executive for their achievements. 
The chief executive is, in turn, responsible to the board for 
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the achievement of the overall profit target of the group. 

It says much for the worth of these changes and concen- 
tration of eifort that the group achieved its sales and profit 
targets during a year which included devaluation, Bank rate 
at 7 per cent to 8 per cent, corporation tax at 424 per cent, a 
serious dock strike, the cancellation of export rebate and a 
deflationary Budget. Equity earnings covered the main- 
tained dividend 1-4 times (earnings were of per cent in 
1466-67) and the cash position has improved to the point 
where, as the directors say, ‘we have adequate financial 


resources to fund our planned developments for some time 
ahead’. 


Revaluation 


The balance sheet, it will be seen, now relates only to 
tangible assets, capital reserves having been applied to 
writing off the figure of {5,147,000 of goodwill, patents and 
trade-marks. A revaluation of United Kingdom land and 
buildings was carried out by Fuller Peiser & Co, Chartered 
Surveyors, sites occupied by the company being valued ona 
‘going concern’ basis with the exception of sites which may 
not in the foreseeable future remain useful to the company. 
A market velue basis was applied in those cases. 

- The beard did not feel justified in the expense of carrying 
out a detailed revaluation of plant and equipment because 
chemical industry experience in the past ten years has shown 
that some processes become obsolete before the expiry of 
the useful life of the plant and thus offset the increased 
values which arise elsewhere from inflation or prolonged 
life. The board did decide, however, to reappraise the lives 
of certain. plant and equipment with apparently longer life 
than originelly anticipated and to apply that surplus to 
writing down other plant and equipment with predictably 
shorter life. 

The result of all this was a net surplus of £2,753,000, 
and also a further charge of some {£35,000 a year for 
depreciation to be met without tax relief. A net surplus of 
£427,000 arose on the devaluation-affected book value of 
investments in overseas subsidiaries and also a profit of 
£2,207,0co on book value on the sale of those interests, 
already referred to, considered as not being in the main- 
stream of the group's business. 


Four divisions 


Of the net improvement in capital reserves of £5,387,000, 
the bulk, as already indicated, has been used to write off 
goodwill, patents and trade-marks and the balance of 
£240,000 has been used as a provision to which will be 
charged any supplementary payments the board may 
consider recessary to make in addition to pensions provided 
by existing pension funds. Hitherto these payments have 
been charged against trading accounts as they arose. 

The Fisons group is now organized into four main 
divisions. ‘The principal one is the Fertilizer Division for 
which a {18-75 million capital expenditure programme has. 
been substartially completed and in which investment and 
rationalization benefits should accrue. The Cambridge 
Division is the merger of Fisons’ interests in agricultural 
crop protection and in horticulture, including retailed. 
gardening products. The Loughborough Division con- 
centrates on activities in ethical and proprietary medicines, 
toiletries, food products, industrial chemicals and scientific. 
apparatus, and the International Division is concerned with 
exports and with the control of overseas subsidiaries and. 
associated operations. 
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FISONS LIMITED AND SUBSIDIARIES 
Statement 1 Year to 30th June 
Figures in (ole represent deductions 1968 1967 
£000 £000 
CONSOLIDATED 
PROFIT AND 
LOSS ACCOUNT We TEE eege eelere E ge 86,423 78,433 
2 Trading Profit....... WEEN e EE Seegen EEN 
After caarging: 
Depreciation of fxed assets (see Statement A)... RRE ee 
Bank finance charges... En WEE ees KÉEN KE ee 
AudCors’ remuneration. een Sege ee EE gehs deeg ege geReR 
Bens ons and contributions to Pension Fund.....ccccsssececssceees EE 
Hire of plant and equipment.......... Kee TTT Ee Ven 
3 Investment income (gross}—Associated Companies. ........srsrrerrrsrerersreeco ME Sinaauaveeuss 
Orher ÍnvestMentS eseu SEN ee dE ER EE save Ee rier 
4 Debercure and Lean Interest............. SEENEN EH 
Group Profit Before Taxation Seu dee ee Mere 
6 Taxation on profits for the year.. EEN 
7 Net profit attributable to ə outside interest in subsidiaries............... Kadoen 
8 Net Profit Attributable to Fisons Liroitred,., ak NENNEN ER 
9 Preference divideid (gross}........:0... EEN 
10 Profit Accruing to Ordinary Capital... NNN KEEN NENNEN NENNEN en EE 
ti Ordinary dieidende, EE E E E AT A EA EEE 
12 Profit Retained in the Business........ Klee aae ai ieaiaia 
Statement 2 1968 1967 
Figures in “talles represant deductions £000 £000 
CONSOLIDATED 1 Prefe-ence Capital........cccsccscessenens EE gu A EEN 4,259 
BALANCE SHEET 2 Ordinary Stocklolders’ Interests: 
30th JUNE, 1968 Ord nary Stozk of Fisons Limited sss iscsssissvessiscasvcntasscedadncessevadscas deed 20,640 
Resarves (Statement 3)......cccccsesvsees SE Keelen ee 8,094 
28,734 
3 Minarity Interests in Subsidiaries....... RE eeben 491 
4 Loan Capitall...s..scscssccecccccccccccecccccccssvnensscees O E E E APE 23,146 
5 LOAM: s-esirrenesii seenvadecvssietsanteunsacees PA NEE euch 5,681 
6 Investment Grants Account........... ee EE SÉ 1,433 
7 Tax Equalisaticn Account............ TE TTT EOC EE EEN 3,347 
8 Corporation Tax payable 1st January, 1970.......4. Ee ee 4,513 
Funds Employed 68,604 
9 Lanc, Buildings, Plant and Equipment (Statement 3)... Prinses 42,963 40,787 
10 Development Expenditure less amounts written oft... ENEE 4,353 453 
11 Goodwill, Paterts and Trade Marks at Cost.....ccccscescceccencecccenencscstcesemsetenepertansevens one 5,147 
12 Inte-ests in Associated Companies... aen Sege Ehe EEN 5,969 6,443 
Fixed Assets 50,285 52,830 
13 Current Assets: 
Socks ...... EE leegen 14,747 
Debtors oo... sees eg BEE e E 18,067 
BE Ord term ICa EE 3,250 
Bank balances and cash. NEEN EE ee Een 1,237 
37,301 
14 Current Liabifities and Provisions: 
CTECiItOFS ege eege EE 13,306 11,113 
Bänk overdrafts (secured £1,441 000)... PEE E EA ANa NEN ESNEA AEN sand: 3,648 4,727 
Frovision for Past Service Pension Fund contributions................. SE E e 78 123 
Frovision for supplementary PeMmSions..ssvensunvevevecsucecucccccecnseentessuseesueemenens eege 240 — 
Current taxaticn (including Corporation Tax payable 1st January, 1968) -mann SE 368 374 
Ordinary dividend propose... ua en DEEN VE 1,342 1,342 
18,982 17,679 
Net Current Assets 18,319 41,592 
Total Assets $8,604 64,422 
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FISONS LIMITED AND SUBSIDIARIES 


NOTES TO THE CONSOLIDATED PROFIT AND LOSS ACCOUNT 1968 1967 
1 Group Turnover £000 £000 





Group Turnover represents sales by Group Companies to external customers. 


For analysis of turnover between different classes of business and geographical 8 The Net Profit has been dealt with in the 








areas, see Report of Directors (page 3). [Not reproduced] s a accounts as follows: 
Fisons Limited........ E See EE 3,243 1,861 
£000 £000 Subsidiary Companies, s 14 22 
4 Debenture and Loan Interest: ` fa? gas 
On debenture and loan Stock. ...sccncsescenseecees e 1,422 1,427 3,257 1,883 
On loans extending beyond 5 year. ae 58 26 = ee 
On loans repayable within 5 years...........00- ebe 294 195 11 Ordinary Dividends:~ 
1,648 EE of 4% gross paid 18th June, 1968 (1967 ae np 
D E E E Proposed final SIE gross for payment ard 
United Kingdom: tarporacion: ax tae 42697 Decemter, 1968 (ged, oerersrrrernnerse Fe 1,341 1,341 
(196740%)......... SEENEN es 172 2,167 2.167 
Double taxation relief... PE TTET ves 95 Tax deducted and retained. ....cccccoscceee eee ces Get 160 
a 2,167 2,007 
Overseas Det? Seed EE GEET 292 i: 
Amount transferred to tax equalisation account a i a Sg 
in respect of taxation deferred by capital! 12 Profit retained in the business comprises: 
AllOWANCES ak EN beienee Wett 680 Transfer to General Reserve—Fisons Limited 800 = 
1.049 increase in Profit and Loss Account balances... 98 316 





The taxation charge for 1967 is stated before deducting £480,000 over-provision 898 316 


in respect of prior years; the provision in 1968 for taxation under-provided in 
prior years is deale with in Statement 3 on page 717. General 
The additional depreciation arising on the excess cf valuation over the net book 
amount of fixed assets revalued in 1959 which for the year amounts to £310,000 
(1967—-£327,000) has to be provided without relief from taxation. 


Transactions in overseas currencies have been expressed in sterling at the rates 
of exchange ruling at 30th June, 1968. 





NOTES TO THE CONSOLIDATED BALANCE SHEET & Investment Grants Account: 
investment Grants on U.K. Capital Expenditure during the year to 30th June, 
1968 1967 1968 are expected to amount to £512,000 in the Group. The Grants in respect of 
£000 £000 each year’s Capital Expenditure are being credited to Profit and Loss Account 
i iieamm over the estimated average life of the relevant Fixed Assets. The Investment 
4 Loan Capital: Grants shown in the Balance Sheet represent the total Grants receivable to date 
Fisons Limited less che amounts credited to profits~~-1967/8—£124,000 (1966/7—£80,000). 
(i) 44% First Mortgage Debenture Stock 1965- 
1983 1,946 2,095 7 Tax Equalisation Account: 
(ti) 6% Second Debenture Stock 1976-1981 5,000 5,000 The amounts retained in the Tax Equalisation Account mainly represents esti- 
ty 64% Second Debenture Stock 1984-1989 6,200 6,200 mated taxat'on deferred by reason of capital allowances, 
iv) 645% Convertible Unsecured Loan Stock 
1985/90 10,000 10,000 § Land, Buildings, Piant and Equipment: 
| aiiin Land and Buildings in the United Kingdom were valued as at 30th June, 1968 by 
23,146 23,295 Fuller Peiser & Co., Chartered Surveyors. The Directors have considered the 
een Se market value of land and buildings owned in overseas territories and they are of 
the opision that taken together there would be no substantial increase over the 
{i} This Stock is redeemable on or Gefore 30th June, 1983, by the annual operation amounts at which they are included in the Balance Sheet. The surplus on re- 
of a sinking fund of £61,250 and a further sum equal to one year’s interest valuation of Land and Buildings in the United Kingdom amounted to £2,860,000 
(without deduction of tax) on al' stock previously purchased or redeemed out and has been credited to Capital Reserve. 


of the sinking fund. The total amount of the stock so redeemed to cate amounts er è R ‘ 
to £1,554,000. The Company has the right to redeem, on giving three months’ The land and buildings are employed in the business of the Group and disposal 


notice, in whole or in part after 30th June, 1965, ard on or before 30th June, of any material part of them is not contemplated. Accordingly, no provision has 


: oy. been made for any potential liability to taxation on capital gains that could arise 
ee alte ec eiert SE oa T at 10037; any if they were disposed of at the value placed upon them in 1968, 


(ii) This Stock which is secured by second floating charges on the undertaking and Bie irector Daye given consir eration to tha balance Sect value or Planeand 
assets of the Company and certain subsidiaries, is redeemable ac par on 3ist quipment and taking into account that experience over the past ten years in 
October, 1981, but the Company has the right Ee giving not less than three the Chemical Industry has shown that processes tend to become obsolete before 
Gendt a to redeem tle Whble Or any pare Ol EEESCHeE the expiry of the useful life. of plant, they decided not to carry out a general 
with accrued interest on or at any time after 31st October, 1976 revaluation o: Plant and Equipment. They have, however, decided to give effect 

d . to the reappraisal of lives that was made in 1961 in relation to the valuation made 


(iii) This Stack is secured pari passu with the 6% Second Debenture Stock 1976-1981, in 1989 when it was appreciated thar che lives of certain Plant and Equipment 
and is redeemable at par on 30th April, 1989, buc che Tompany may redeem the would exceec those previously predictec for them and to apply the surplus 
whole or any part {to be selected by drawings) of the stock at par together with arising therefrom to writing down other specific Plant and Equipment, the life 
acerued interest on three months’ notice on or at any time after 30th April, 1984. of which now seems likely to be less than previously estimated. 

(iv) On the 15ch January in any of the years 1969, 1970 and 1971 this stack may be 1968 1967 
converted in whole or in part into fully paid Ordinary Capital as follows:— £000 £000 

Number of Ordinary Stork P 
Year of conversion units of £1 each for each 10 eve pene eae eee less 
£300 Cor vertible Stock Tee Re 
1969 124 at Ise suly ead 
41970 420 Expenditure | 453 
4974 446 Amounts written off — 
Ifon, or before 16th January, 1971, not more than £2,000,000 of this stock remains 453 


outstanding, the Company will have the right to require stockholders to convert 
their holdings into Ordinary Capital; if the Company exercises this right, any 
such loan stockholders may request repayment at par in lieu of conversion. 


The Company is entitled, upon givirg not less than three months’ notice expiring 
on or after 1st September, 1985, to redeem, the whole or any part of the stock 
(to be selected by drawings) at par together with accrued interest, and will be 
at liberty at any time to purchase ¿ny of the stock in the market or by tender 
{available to all stockholders alike) at any price or by private treaty at 2 price 
{inclusive of accrued interest) not exceeding £105 per cent, but not otherwise. 
Any stock remaining outstanding on 1st September, 1930, will be repaid at par 
on that date together with accrued interest. 


Loans: 
Repayment extending beyond 5 years +657 
Repayment within 5 years 5,024 


5,681 





*£82,000 repayable by April 1975 in quarterly instalments (interest at 3% above 
Pakistan Bank Rate with maximum 8%). 


*£575,000 repayable by June 1974 in half yearly instalments (interest 2% above 
U.K. Bank Rate with minimum of 6£54). 





Expenditure incurred in the operation of major new plant during the period 
between its installation and the achievemen: of normal operational efficiency has 
been carried forward and is being written off over periods considered appropri- 
ate, 


12 Interests in Associated Companies: 


Invescments (see page 28). [Not reproduced.] 
Amounts owing from Associated Companies 


Amounts owing to Associated Companies 





Investments in Associated Companies are as revalued by the Directors at 30th 
June, 1968 (1967-—at cost less £362,000 written off). 


13 Current Assets: 
Stocks are stated at the lower of cost and net realisable value. , 


General: 
See Statement 5 for notes regarding Foreign Currencies, Commitments and 
Contingent Liabilities. (Not repreduced.} 


in re rr ren rei 
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FISONS LIMITED AND SUBSIDIARIES 
Fisons Limited Group 


Statement 3 Figures in italcs represent deductions ` £000 £000 


RESERVES _ Share Premium Accoun:: 
As at ist Idy, 1967 

Capital Rese-ve: ` 
As at 1st Hily, 1967 


SPOS M OOH EH NH EH EH CHHHRH TT EET EHKRTEOT REHEAT TEKH EP TORRE KEEPER EERE SEHR ET HE OHS 


CREAT OTe EOE SE THEE EEE BERET E TATE TAFAA ET SEE RARE HEHE EERSTE THESE SR EHRAEHA SESE TESEH EF ESSE ELEY CEHEREES 


PUM ERT EE SEXED Ea RTERIKR HET EOE ERE RA PDE DESO THEE OSE ORE H HHS POLS RCH E EE ESTEE REHM Se REeR OED 


Net surplus on revaluation of Fixec Asset... NENNEN 


Net surplus on revaluation of Irvestments in and loans from overseas associated and subsidiary 
COMDARIS eege EE ER Ee ee aes EEA 


Goodwill, Patent and Trade Marks, z—elatins to subsidiaries, written oft... 
Provision fo- supplemenzary pensio 1s less estimated future tax relief..............csscccecescereoeees 


Total Capital Reserves 


General Reserve: 
PS Ot TSO ANY EE T 
Amount trensferred at 30th June, 1968 (Note 12, Statement 1) 


PREECE ARE RSH SRA HREKES EEA ARES HE ERODES 


Profit and Loss Account: ' 
As at ist July, 1967 after adjustm=nt as regards the Group (£154,000) arising from sterling 
Eelere eegen DEE EE 
Taxation a-ljustments In respect Cf prior veärg, NEEN Ge 
Amount transferred at 30th tune, 1968 (Note 12, Statement 1).....cccecccceccsecsasecsconsctseoseces 


Total Profits Retained 


Total Reserves 


















Statement 4 
Depreciation As at 30th June 



















" LAND, BUILDINGS, Cost or Valuation 


PLANT AND Accum- 
EQUIPMENT As ct Adjust- ulated 
+ juty Sales ment Depre- {Valuation Valuation! Cost or 
Net and for Net ciation 
Boak Disposals Disposals} Book and 
Amount etc. Arrun | amounts 
written 
off 
Group £000 £000 £030 £000 


: Year to 30th June, 1968 
Land and Buildings: 


Freehoid 7,825 12 £487 166 


et cn Lens | epider | ele | phere | eH re 


Leasehold: over 50 years 3,344 4 4,824 18 











50 years & under 2,540 42 3,006 15 65 
Plant and Equipment 26,678 1,317 920 | 25,646 | 14,195 11,094 | 28,747 
40.787 (1) 1,543 954 | 42,963 | 14,394 | 15,539 | 11,094 | 30,724 
Year to 30th June, 1967 
Land and Buildings: 
Freehold 7,570 5,124 | 4,205 
Leasehold: over 50 year: 3,342 2,287 2,196 
50 years & under 1,840 1,077 | 1,993 
Plant and Equipment 21,745 40,043 | 29,288 
3+,497 18,531 | 37,682 
S Fisons Limited 
Year to 30th June, 1968 
Land and Buildings: 
Freehold 425 11 
Leasehold: over 50 yeas Se 3,566 4,443 7 
50 years & under 145 2,330 2,897 13 
Plant and Equipment 249 9,838 19,151 19,264 
319 | (2) 28,451 29,829 19,295 
Year to 36th June, 1967 
Land and Buildings: 
Freehcld 425 12 38 
Leasehold; 50 years & under 113 36 138 
Plant and Equipment 221 74 288 
759 122 464 


(1) Including £202,000 on sale of subsidiary (2) Including £27,512,000 transferred from a subsidiary 


= 
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CITY NOTES 


HERE is plenty of money being paid and decisions taken 

in the equity sectors of the stock-market depending on 
the bullish or bearish view of the new round of currency 
and economic uncertainties. The bullish view that may be 
overstating the argument a shade, translates current events 
into one more round of rampant inflation leading, it is held, 
to another devaluation of sterling. 

The bearish view translates current events into an in- 
evitability of extreme credit and trade restriction both in 
France and the UK. The bears hold the view that it ts 
wrong to see present currency and economic uncertainties 
in the same terms as the apparently identical circumstances 
of a year and more ago. 

Day-to-day equity trends depend largely on which view 
is predominant in the day’s cperations. At the time of 
writing Government circles are professing ignorance of any 
new credit pressure moves suck as a call on the banks for 
special deposits and other measures to restrict the money 
supply and consumer spending power. 

But following the bad October trade figures, and the 


` very obvious prospect of not only a record Christmas 


spending period but a record by a handsome margin, it 
would seem that the Government has little option but to 
tighten monetary controls still further. That must reinforce 
the bear rather than the bull equity factions. 


RATES AND PRICES 


Closing prices, Tuesday, November Igth, 1968 
Tax Reserve Certificates: (28.8.68) Companies; 44% 
3% surrendered for cash; Personal 4% 


Bank Rate 
Jan. 26, 1967 .. 63% Nov. 9, 1967 .. « 64% 
Mar. 16, 1967 .. 6% Nov. 18, 1967 .. -- 8% 
May 4, 1967 .. 53% March 21, 1968 os 74% 
Oct. 19, 1967 .. 6% Sept. 19, 1968 .. ce 7% 
Treasury Bills 
Sept. I3 .. £6 17s 2°434% Oct. 18 £6 or 10°44d% 
Sept. 20 .. £6 12s 1°75d% Oct. 25 £6 or 10°28d% 
Sept. 27 .. £6 11s 6°52da% Now rt, £6 11s ob67d% 
Oct. 4 ros 9'56a% Nov.8 .. £S ris 5°81d% 
Oct. 11 £6 10s 6°79d% Nov. 15 .. £6 123 6:03d% 
Money Rates 

Day to day 5$-68% Bank Biils 
7 days E stoe% 2months .. 6-7% 
Fine Trade Bills 3 months .. 6#-7% 

3 months 8-84% A months .. 6-7% 

4 months -. 884% 6 months .. 6-7% 

6 months -. 8-9% 

Foreign Exchanges 
New York .. 2'387 Frankfurt à 9°46 
Montreal .. 2'553% Man e 1485 4; 
Amsterdam 8'644 Oslo Gg Loo 
Brussels 119°38 Paris g rt-Be 
Copenhagen 17°91 Zürich .. 10'244% 
Gilt-edged 

Consols 4% sığ Funding 5% 1993 79% 
Consols 24% j3 32$ Savings 3% 6070 . 92%; 
Conversion 34% .. 45+ Savings 3 % 65-75 . 75% 
Conversion 5% 1971 933s Treasury 5$% 1976 958 
Conversion 54% 1974 88% Treasury 34% 77-80 69 4 
Conversion 6% 1972 95 ix Treasury 34% 79-81 6748 
Funding 34% 99-04 51$ Treasury 5% 86-8 704% 
Funding 4% 60-90 94% Treasury 54% 08-12 72 
Funding 54% 78-80 79% Treasury 24% SE 
Funding 5$% 82-84 80% Victory 4%.. Së 97$ 
Funding 54% 87-91 a7 War Loan 34% =. 44% 
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Correspondence 





Integration of the Profession 


Sir, — As one who has followed the correspondence con- 
cerning integration with very mixed reactions, may I 
quote trom Zhe Times of November 12th, 1968 (Business 
Diary): ‘Rupert Withers joined Ilford nine years ago from 
chartered accountants Urwick, Orr’. I make no comment 
on this howler, other than to ask if The Times cannot tell 
the difference between management consultants and char- 
tered accountants then how is the public to tell the difference 
between the many professional bodies and the many 
qualified (and allegedly unqualified) practitioners? 


Yours faithfully, 


Lendon Wr. R. P. KALMAN. 


SIR, — The point has been raised in the course of the 
present controversy over the integration proposals that the 
Institute would be able to enforce its proposed rules in 
respect of the ‘reserved (practising) functions’, vis-a-vis its 
own members, but obviously not in regard to the functions 
carried out by outside persons and bodies. 

There is also the possibility of further proliferation of 
‘non-chartered’ bodies, some of which already have sub- 
stantial memberships. 

The public should have some independent ‘seal’ of 
competence to practise. Is this not the time to raise again 
the question of registration of the practising side of the 
profession? 

Yours faithfully, 


London W8. JOHN BULMER, A.C.A. 


w 


SIR, — It is interesting to note that the opening declaration 
in the letter you have published from Mr J. A. Fielder 
(November 16th issue) is almost entirely unsupported 
by the faccs. 

During the past few months you have published letters 
on the future of the accountancy profession from about 
forty-five correspondents. Of these only eight are shown in 
the List of Members as being in practice. Among the 
twenty or so non-practising chartered accountants who 
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have written, at least seven are clearly shown in the List 
of Members as being in industry or commerce. 

Surely Mr Fielder could have examined the evidence to 
date a little more carefully before publishing his conclusions. 


Yours faithfully, 


Exeter. J. H. GODFREY, F.C.A. 


Retirement of Mr John L. Carey 


Sir, — The retirement of Mr Carey as administrative vice- 
president of the American Institute of Certified Public 
Accountants should not be allowed to pass without some 
expression from this side of the Atlantic of the respect with 
which his work has been held by practising accountants 
outside North America. 

Anyone who has read Ethical Standards of the Account- 
ing Profession, and The C.P.A. Plans for the Future, must 
be well aware of the depth and vision of his approach to 
those matters which are at the heart of a true philosophy 
of service to the public, and will wish him well in his 
retirement next year. 


Yours faithfully, 
London EC4. R. S. WALDRON, F.C.A., F.A.C.C.A. 


[Mr Carey’s retirement was mentioned, with a short biographical 
note, in The Accountant of November 2nd. — Editor. | 


Growth, Historic Cost and Profit 


Sir, — The contributed article in your issue of October 19th 
gives rise to a number of points for discussion: 


(1) In infers that all future expansion should be achieved 
out of retained profits. While this is a highly desirable 
objective, the present tax system makes this virtually 
impossible unless the ratio of profit to capital em- 
ployed is exceptionally high and the distribution to 
the shareholders comparatively meagre. 


(2) In practice ‘like for like’ replacement hardly ever 
happens due to changes in methods and improve- 
ments in machine tools. Nevertheless, financial fore- 
casting makes it essential to know the anticipated 
inflation and expansion factors even if these cannot be 
set up in the accounts. 

Assuming it was possible to provide for these 
factors, a fixed formula - subject to periodical check — 
would undoubtedly simplify the annual calculations 
which in some companies go into minute detail in 
order to provide a figure which can never be exact. 


(3) It would be misleading to describe the whole amount 
set aside as depreciation. That part of the provision 
applicable to added replacement cost and expansion 
is an appropriation of profit and should be credited to 
suitably named reserve accounts. 


(4) The proposal does not deal with the balance sheet 
presentation. At the end of year five (diagram B) the 
figures on the balance sheet would, apparently, be: 





£ 
Cost — rr. Ké 10,000 
Depreciation provision 13,800 
Net £3,800) 








Does this really present a true and fair view? 
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One of the ratios used by industry as a guide to manage- 
ment performance is that of net profit before tax expressed 
as a percentage of average capital employed. As the object 
of the exercise is to indicate any changes or trends, the 
calculations must be consistent and as simple as possible so 
that they are readily understood by ‘non-financial’ managers. 
This makes it essential to remove the ‘expansion factor if 
the ratio is to mean anything in terms of current per- 
formance and comparison with any published ratios. 

The rates of real depreciation are vitally important and 
the plant or production engineer is best qualified to fix 
these for machine tools although, conservatively, it may be 
appropriate to fix a maximum life according to the par- 
ticular industry. 


Yours faithfully, 
R. G. SUTTON, 


Director & Group Financial Controller, 


SIMMS MOTOR & ELECTRONICS 


London N20. CORPORATION LTD. 


Data Processing for Incomplete Records 


Sir,—I read with interest the letter from Mr Jose, of 
Brighton, in your issue of November gth, on data processing 
for incomplete records and the comments which he had to 
make based on his own experience. 

We have, in Cardiff, a computer bureau which can be 
utilized by accountants for the processing of incomplete 
records and stock control. It has been our experience with 
this bureau that many advantages can and have been 
obtained especially in relation to incomplete records. ‘The 
way in which the information has to be prepared for pro- 
cessing necessitates very careful control of the input data 
which further requires that all totals such as bank and cash 
expenses, opening and closing creditors, are pre-listed. 

Before any of this information is put on to punch tape 
for submission to a bureau, a certain amount of auditing 
must be done in order to ensure that payments and receipts 
are classified correctly for the analysis which, in the case 
of the bureau in Cardiff, can be sub-divided into 1,000 sub- 
headings. 

As a result of this audit work, we can ensure that the 
information is properly classified before it is processed and 
all that remains, in effect, when the job has been returned, 
is for the information to be transcribed with a few adjust- 
ments in most cases, to a set of draft accounts. 

We have found that computer time is relatively cheap, as 
did the writer from Brighton, the cost to our firm averaging 
{2 2s per client. I can only echo the other points made by 
Mr Jose in his letter in favour of the computer bureaux 
system in regard to the advantages for the larger jobs and 
particularly the time-saving element, as we have been able 
to increase gross fees in relation to incomplete records 
considerably with no extra staff. 

I note that the Institute of Chartered Accountants’ winter 
and spring courses include lectures on the topic of computer 
bureaux and trust that this will be the beginning of a more 
general interest by accountants in the great advantages and 
savings to be obtained. 


Yours faithfully, 


Cardiff. PHILIP G. DENNIS, A.C.A. 
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Corporate Planning 


Cost Accountants’ Conference 


VER 180 members of The Institute of Cost and Works 

Accountants and their business colleagues attended a 
very successful one-day conference organized by the 
Institute’s London Branch on Friday of last week at the 
Hotel Russell, London, on the theme ‘Corporate planning’. 
The guest speaker at the conference luncheon was Mr H. 
F. R. Catherwood, M.A., F.c.A., Director-General, National 
Economic Development Council. 

In his address, Mr Catherwood said that he wished to 
make two vital points on company strategy which were 
often overlooked because they did not emerge as separate 
items in an accountant’s reckoning. 

The first point was the cost of labour turnover. Some 
people thought that the Americans had failed in Vietnam 
because by the time a new arrival was trained to jungle 
warfare, he was due to go home again to be replaced by 
another raw recruit. Exactly the same was true in industry. 
The output of the raw recruit was low, waste and rejects 
were high, teamwork fell apart, and tension was high. 

Labour turnover, he said, could vary widely within an 
industry. In a study currently being carried out by the 
Hotels Economic Development Council the rate of turnover 
for the 20 units examined varied from 20 per cent to 218 
per cent! Both this study and others made it absolutely 





H IR 


Mr H F. R. Catherwood, MA F.C.A., Director-General, National 


Economic Development Council, speaking at the conference 
luncheon. 
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clear about one thing, money was only one factor and it was 
not the dominant one. The dominant factor was personal 
relationships. 

Corporate planning, said Mr Catherwood, depended on 
what people at the end of the line were prepared to do — 
‘What they are prepared to do depends, in the end, on how 
you treat them; at least as much as on what you pay them’. 

The other calculation the corporate planner needed to 
make, which did not arise in the company accounts, he said, 
was the corporate strategy of foreign competition. ‘Major 
foreign competitors are now operating from a home market 
base two to five times the size of our home market base — 
assuming we take EFTA and not the UK as our home 
market. This means that our post-Kennedy round tariffs 
are little, if any, protection to us. They can come over those 
tariffs with the end of their production run without any 
difficulty at all.’ 

The proper comparison in any decision, Mr Catherwood 
said, was not with the status quo but with what will happen 
if nothing was done — and that was by no means the same 
thing. But he didn’t think that ‘we have to calculate on that 
pessimistic basis. We can now take exports into our invest- 
ment calculations in a way not possible in the past. Tariffs 
against us will be down to two-thirds. Our home market is 
100 million people, our EFTA partners are great importers 
and their markets are growing twice as fast as ours, de- 
valuation had given us an 8 per cent advantage on average 
and if we get our output up, our unit costs should not 
exceed those of our competitors and the advantage should 
remain.’ 


Corporate Planning and the Chief Executive 


At the morning session, Mr A. D. Mackay, B.COM., C.A., 
F.C.W.A., in a stimulating paper on ‘Corporate planning and 
the chief executive’, said that it was not so many years ago 
that the term ‘planning’ was highly suspect in most business 
communities. Now all that had changed and executives had 
become more planning conscious and its respectability was 
no longer in doubt. 

Effective corporate planning, said Mr Mackay, did not 
consist simply of a system but rather it was an administrative 
process helping managers to manage with its own philo- 
sophy of aggressive anticipation of objectives, problems and 
opportunities, coupled with the more effective advanced 
counter actions to ensure the attainment of present and 
future final objectives. 

Preoccupation with forms, procedures and techniques in 
the search for a best system often produced lip service to 
an important management function and accomplished little 
towards the achievement of really effective plans for the 
future direction of the business. 

Probably the most important factor in corporate planning, 
declared Mr Mackay, was the personal involvement of the 
chief executive who too often regarded planning as some- 
thing to be delegated. 

With the participation of the chief executive, the import- 
ance of planning as a vital part of their jobs could thus be 
impressed on all levels of management. Business plans, he 
said, should be a working tool and not a post-graduate 
thesis which was filed away and forgotten until next year. 

The chief executive alone could be responsible in two key 
areas; these were the tough, laborious and continuous pro- 
cess Of realistically evaluating existing product lines, market 
trends, competitive positions in the future and the like, and 
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Mr D. A. Savage, B.Sc.(Econ.), F.C.W.A., 
J.Dip.M.A., principal lecturer at Brighton 
College of Technology, was presented 
with a plaque during the conference 
luncheon by the President of the Institute, 
Mr Robert Glendinning, M.A., C.A., 
F.C.W.A., in recognition for his work on 
the introduction of management games 
in the Institute's training programme. 


from this the establishment of all-embracing company 
objectives. 

Much of the mystery of planning, he said, came from 
theoretical treatises which described planning as a composi- 
tion of abstract elements made up of strategic tactics, speci- 
fications and alternative action plans. Chief executives who 
were doing effective planning described the process in more 
meaningful and practical terms, however; these Mr Mackay 
referred to as the five basic elements: critical evaluation of 
the present, predicting the future, creating the objectives 
for the plan document, reviewing the plan, and evaluating 
the plan. 

Concluding, he said that it could not be over-emphasized 
that corporate planning was the responsibility of all chief 
executives and the future of their companies depended on 
the capable assessment and attainment of objectives. ‘This 
required not only an ability to adapt to meet changing cir- 
cumstances but also the ability to motivate people in the 
acceptance of planning as a vital function. 

A corporate plan was in the end a programme of priorities 
laid down by the chief executive. Without a corporate plan, 
only the most fortuitous circumstances would enable a 
company to avoid a decline in its sales, profits and market 
position. 


The Why and How of Business Planning 


In a joint paper at the afternoon session on ‘The why and 
how of business planning’, Mr E. B. Bishop, F.c.w.a., 
F.c.1.s., and Mr J. G. Griffiths, M.A., both of The Burmah 
Oil Co, showed that the application of business planning 
principles would become increasingly important to the 
effective operation of companies, large and small, as industry 
became ever more complex. 

They noted that, fortunately, an increasing number of 
top managers in British industry were making their busi- 
nesses really effective by getting the reins of control firmly 
back into their own hands, regardless of the size and com- 
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plexity of their organizations. This was being achieved by 
the use of corporate planning — by fitting together all the 
pieces of the jig-saw through the formulation of strategies 
and the use of management by objectives, and by generally 
using the skills of modern management science to guide 
them in allocating limited resources to the best effect among 
many competing activities. 

In the authors’ view, corporate strategy and corporate 
planning should be the direct responsibility of the chief 
executive, and the staff assisting him should have line 
responsibility to him — in other words, they should represent 
an extension of his own responsibilities. It was not possible 
for corporate planning staff to operate effectively in rigid, 
specialist ‘pigeon-holes’, and in sharing with the chief 
executive the task of interrelating the many operational 
plans of a complex business and fitting such plans into the 
overall strategy, their work not only exerted considerable 
influence but represented a sharing in the decisions 
taken. 

The authors went on to refer to some of the tasks of cor- 
porate planners such as setting company objectives; re- 
viewing all aspects of the present position; determining 
strengths and weaknesses, threats and opportunities; 
assembling and evaluating alternatives, and choosing a 
strategy. They also discussed the relationship of planning 
to organizational structure and control, and emphasized 
that unless a business had a properly defined organizational 
structure in which every manager knew clearly his respon- 
sibilities and the limits of his authority, realistic and work- 
able objectives could not be set. 

Finally, the authors stated that it was essential for most 
industries to plan well beyond one year ahead as, first, 
the options open to a company to improve profits sub- 
stantially in the short-term were relatively few and, 
secondly, certain of today’s more important decisions would 
alter the company’s situation for a considerable period in 
the future. In fact, it was necessary for a company to plan 
sufficiently far ahead and in sufficient detail to provide a 
contrast for present-day decisions. 
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The Accountancy Profession Must 
Change with the Times 


President's Remarks at Women Chartered Accountants’ Dinner 


T was for the good of the com- 

munity that the accountancy pro- 
fession should be united and speak 
with one voice. Replying to the toast 
of The Institute of Chartered Ac- 
countants in England and Wales at 
the annual dinner of the Women 
Chartered Accountants’ Dining Society 
at the House of Lords last Friday, 
Mr Stanley Dixon, M.A., F.C.A., the 
President, said it had been made quite 
clear by Government departments 
and the Board of Trade that they 
would much rather speak to one body 
representing the accountancy profes- 
sion than to a fragmented profession. 

Again, if they wanted to take full 
advantage of educational facilities 
and attract the graduate, then all the 
educational authorities said the ac- 
countants must go to them and speak 
with one voice, instead of different 
bodies each with a different training 
examination and each with a different 
syllabus. 


Technical knowledge and 
integrity 


The standing of the chartered 
accountant, Mr Dixon went on, 
depended on two things: his technical 
knowledge and his integrity. An ac- 
countant’s integrity lay in the knowl- 
edge of the business community that 
he could give an independent opinion. 
These two characteristics were at the 
basis of the scheme for the future 
development of the profession. 

Times were changing and account- 
ants must change with them. There 
were five important changes that he 
could see. 

The complexity of the work with 
which the chartered accountant had to 
cope. 

The fact that more than half the 


members of the Institute were in 


industry, and could not train students 
for their own Institute. 

Appreciation of the positive part 
that the accountant could play in the 
management team — not only in 
industry but also in practice. 

The fact that there were so many 
university places for pupils that 
would previously have been attracted 
to accountancy at ‘O’ level and even 
‘A’ level — and these candidates still had 
to be attracted. 

Finally, that for the first time there 
were avenues of management training 
— schools of business management and 
departments of management studies 
at universities. 


Higher level of entry 


Mr Dixon said that it was against 
this background of change that the 
proposals for the future had been put 
forward. They proposed a higher 
level of entry and better training. 
Because this higher level of entry 
would mean a gap for those not so 
well qualified, they proposed a second 
tier of membership. 

Because of growing competition 
they also proposed specialization and 
because of increased knowledge of 
management techniques they proposed 
training in industry. 


Joint assessment 


The toast to the Institute was pro- 
posed by the Chairman of the Women 
Chartered Accountants’ Dining 
Society, Mrs Mollie Burgess, F.c.A., 
who said that last year she had com- 
mented on a man and wife’s joint 
assessment for income tax. Not only 
had this position not improved but 
they were now faced, under this year’s 
Finance Act, with the position of the 
children being included as well. The 


inequalities — or should it be iniquities 
— of joint assessment should be ironed 
out. 

They should all support the new 
approach, announced that day, by 
the Accountants Joint Parliamentary 
Committee to the Chancellor of the 
Exchequer, suggesting ways of bring- 
ing a measure of simplification of the 
tax system. 

At a time of economic crisis when 
the profession above any other should 
be able to offer so much help to 
management, it seemed heart-breaking 
that they should spend so much of 
their time studying new tax cal- 
culations and dealing with levies 
payable or not payable by their 
clients. They should cry with a united 
voice for an end of over-complicated, 
badly-drafted legislation. 


Women’s equality 


The toast of Baroness Phillips of 
Fulham (sponsor of the dinner) and 
the guests was proposed by Miss 
Margaret Hodge, J.P., B.A., F.C.A., who 
said that in spite of the recognition 
women had already gained, their 
battle was not over. In fact, she found 
their position still very disappointing. 
For example, when looking at some 
statistics the other day she was amazed 
to find that in the accountancy pro- 
fession women only made up 1 per 
cent of the total. Then, there were 
only 27 women members out of over 
600 in the House of Commons and 
only 20 women members out of 1,000 
in the Lords. 

She felt the professions had a good 
deal of way to make up. The pro- 
fessions had to see that women’s 
abilities were recognized. If they did 
not see that this was done, what 
chance had the women in manual 
trades? 
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Accountants’ Recommendations 
for Simpler Taxes 


Recent Proposals referred to at Coventry Dinner 


HE accountancy bodies’ tax sim- 

plication proposals recently sub- 
mitted to the Chancellor of the 
Exchequer (reproduced and referrec 
to in a leading article in The Account- 
ant last week) were commented on by 
Mer W. W. Fea, M.A., F.C.a., a member 
of the Council of The Institute of 
Chartered Accountants in Englanc 
and Wales, at the annual banquet of 
The Warwickshire Society of Chart- 
ered Accountants held in Coventry or 
Thursday of last week. 

Mr Fea, who was responding to the 
toast of the Institute, said that only 
short-term changes which could be 
incorporated in-the 196g Finance Bill 
were proposed. “We believe we are in 
sufficient time to ensure this as a 
practicality provided the Treasury 
and the Revenue have the will’. 


Two radical proposals 


The accountancy bodies, he con- 
tinued, had made two radical pro- 
posals ~ ‘probably abhorrent to certain 


politicians’. One was that texts o 


Bilis proposing major fiscal changes 
should be published for general 
discussion before debate in Parlia- 
ment. The second proposal was for 
a non-political examination by a 
select committee of all new major 
proposals of a fiscal nature from the 
stand-point of intelligibility and work- 
ability. 

Mr Fea went on to say that in the 
near future publicity for members’ 
individual achievements was to be 
actively encouraged by the Institute. 
Members would be encouraged to 
participate in television and radio 
programmes and would be permitted to 
give their names and describe them- 
selves as chartered accountants. Arti- 
cies and letters to the Press could be 
similarly signed, but names of firms 
would not be allowed to be given. 


Maintaining professional 
standards 


Dealing with industry’s contribution 
to training the next generation of 
chartered accountants if integration 
went through, Mr Fea said: “The 
essentia: quality of a member of a 
profession is surely integrity, and that 
means objectivity and independence 
of thought. There must also be rules 
of conduct, whether mandatory by 
the governing body or guide lines of an 
ethical nature.’ 

He believed that it was the fear 
that the two streams system would lead 
to a gradual breakdown of the In- 
stitute’s present high standards of 
conduct, on which much of its present 
standing in the world now depended, 
which caused doubt about integration 
in the minds of some of the most 
progressive and responsible members. 

It was up to industry to prove them 
wrong, he said. ‘We must show that 
we can not onlv train young men and 
women to be good accountants, but 
also help them to set standards of 
conduct not lower than those we like 
to think we learnt ourselves by 
example and even by precept in those 
practising offices where all the mem- 
bers present this evening were trained.’ 


Encouraging the best qualities 


Mr Fea said that he did not believe 
industry was or had to be a ‘rat-race’. 
He did not believe a young man had 
to find promotion by climbing on 
cthers’ backs and pushing them down 
in the process, nor did he believe a 
gocd employer wanted ‘yes’ men. 
What was needed was intellectual 
honesty, irdependence of thought, 
anc. the power of clear expression both 
verbally and in writing. An employer 
should be able to ensure his own 
training system encouraged these 
qualities amongst his young account- 


ant students as much as among his 
engineers, chemists and commercial 
apprentices. Reliability and the ability 
to keep to oneself the inmost secrets 
of a business were not virtues pre- 
rogative to the practising office, he 
declared. 


Tackling strikes 


Sir George Farmer, F.C.A., J.DIP.M.A., 
Chairman of the Rover Co Ltd, 
who proposed the toast, likened 
strikes in the motor industry to old- 
time brigandage. 

He said the majority of people 
involved did not want a strike. They 
were mystified why the problem of 
stoppages had not been tackled prop- 
erly and conquered. ‘I don’t believe 
this problem will be settled until 
society says it is illegal to engage in 
brigandage and that there should be 
sanctions against people who do it’, 
he added. 

He said unofficial stoppages pro- 


‘vided one of the biggest problems 


facing industry today. In the motor 
incustry since devaluation there had 
been an export loss of about £45 
milon through industrial stoppages. 

This was not the end of the story. 
It was not just an immediate loss, but 
a loss also in the future, with custo- 
mers tiring of Britain and its failure 
to do anything about strikes and the 
result on export orders. Sir George 
stressed that he was not speaking 
against the unions which held an 
important and proper place in a well 
organized free enterprise economy. 

The Lord Mayor of Coventry, 
Alderman L. Lamb, J.P., responded 
briefly to the toast of the City which 
was proposed by the President of the 
Soviety, Mr E. Smith, F.c.a., and Mr 
J. S. Woodhouse, M.A., Headmaster of 
Rugby School, replied to Mr Smith’s 
welcome to the guests. 
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Use of Professional Skills Can Ad 
Economic Expansion 


Views of Development Council Director at Newcastle Dinner 


HE fullest use of professional 

skills must be made if the economic 
expansion of the North-east is to 
continue, said Mr Fred M. Dawson, 
opp, Director of the North-east 
Development Council, when he pro- 
posed the toast of The Institute of 
Chartered Accountants in England 
and Wales at the annual dinner of 
the Northern Society of Chartered 
Accountants, held in Newcastle on 
Thursday of last week, with the Presi- 
dent of the Society, Mr Hugh Kirton, 
T.D., D.L., F.C.A., in the chair. 

Mr Dawson started his speech by 
congratulating the Institute in general 
on the appointment of its first Presi- 
dent from industry, and the Northern 
Society in particular on achieving a 
notable double by also having its 
first President from industry in 
Mr Kirton. The North-east had 
done well in attracting new industry 
to the area, and things were con- 
stantly improving, said Mr Dawson. 
In the last three months there had 
been more inguiries than in the last 
three years, and the NEDC had been 
to the fore. If all these plans went 
through they would result in 1,500 
new jobs for the region. If this kind of 
expansion was to continue, all the 
region’s assets must be used to the full; 
these included professional skills, the 
use of consultancy services, and the 
encouragement of business schools 
and the men they produce. Examining 


the position of chartered accountants 


in the North-east, Mr Dawson said 
that there were 1,774 of them in the 
tegion, which represented 3-2 per cent 
of the working population. However, 
taking a national average, the North- 
east might expect more like 5 to 6 per 
cent. 


Investment grants 


Reiterating that professional and 
consultancy services were essential, 
Mr Dawson took the example of 
Government grant procedures, in 
‘which he asked chartered accountants 
to become expert. He had been criti- 


cized in the past for saying that 
Board of Trade investment grants 
were taking too long to come through. 
However, since then the time taken 
to process applications had been re- 
duced from ten months to four. Some 
delays had been caused where applica- 
tions had not been properly submitted, 
and this was where chartered ac- 
countants could help. The real need 
was for less talking ard more doing. 
Sound, well documented information 
was the aim, and then the region could 
speak with one clear voice, 


Accountants’ contribution 


It would be hypocritical to pretend 
that a high level of unemployment did 
not exist in the region, but its very 
existence was a challenge and an 
opportunity. The Government must 
be urged to continue its development 
area policy, which the NEDC believed 
could only succeed to the full in time 
of economic growth, and this was 
where chartered acccuntants could 
make a great contribution. 

Replying to the toast, Mr Stanley 
Dixon, M.A., F.c.A., President of the 
Institute, said that there were two 
passages in Mr Dawson’s speech 
which had rung a bell. One was the 
total contribution that accountants 
coulc make to regional growth. It 
was almost a tragedy that the very 
high price one must pay under 
present fiscal legislation was tne time 
zhat must be spent in the negative 
sorting out of complex taxation mat- 
ters, instead of on making the really 
Dositive contribution to management 
that was possible. 

The other remark which had struck 
a chord was the one about speaking 
with a clear voice. On_y the previous 
night, said Mr Dixon, he hac at- 
tended his eleventh meeting to discuss 
zhe proposals for the future develop- 
ment of the accountancy profession, 
and he most certainly zgreed that this 
was a laudable aim. 

Turning to the Northern Society, Mr 
Dixon paid tribute to Mr R. P. Winter, 


who had been replaced on the Council 
when he retired by not one but two 
men, Mr Stanley Middleton, of New- 
castle, and Mr Ken Sharp, of Carlisle. 
The President also mentioned the 
Northern Society’s President, Mr 
Hugh Kirton, who as had been pointed 
out, was the Society’s first President 
from industry. He was also a member 
of the Council and one of his duties 
was that of vice-chairman of the 
Public Relations Committee. 

About six years ago the Council 
had begun to realize that there should 
be a distinction between individual ad- 
vertising and general public relations. 

A public relations organization had 
been set up and an Information 
Officer, Mr Meinard Donker, had 
been appointed. Every year the public 
relations effort was becoming more 
effective, and the success of the 
business game for sixth formers, for 
which there was already a waiting list. 
for the 1970 series, pointed the way. 


Ethical requirements 


But all this was not enough, said Mr 
Dixon, and it had been decided that . 
changes in the ethical requirements of 
the Institute should be made. Mem- 
bers would shortly receive full details 
of the changes, but their main import 
was that members were now 
encouraged to describe themselves in. 
public by their name and their pro- 
fession. Instead of hiding their light 
under a bushel, members should say 
‘I am John Smith, Chartered Ac- 
countant’. There was, of course, no 
alteration to the rule that nothing 
should be said about the firm a. 
member worked for, should he be in 
practice, and there should be no. 
attempt to attract work. But apart 
from these remaining restrictions ‘Let 
your light so shine before men, that: 
they may see your good works. . ...’ 
The toast of the guests was proposed. 
somewhat more informally than is. 
customary by Mr W. G. Mackey, and. 
the response was by Mr A. B.. 
Palframan, a local bank manager. 
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£ Sterling: Purchasing Power 


Mr Corrietp asked the Chancellor 
of the Exchequer if he will indicate the 
extent to which the value of the £ 
sterling, expressed in money terms, has 
decreased in each year from January 


Ist, 1959 to January 
inclusive. 

Mr Dramonp: The table below 
shows the internal purchasing power 
of the £ sterling in January of each 
year from 1959 to 1968, taking its value 
as 20$ in January 1959. The estimates 
are based on movements in the con- 
sumer price index adjusted to January 
values by the index of retail prices. 


Ist, 1968, 


e d 
1959 se 20 0 
1960 ce RO 8 
1961 .» Ig 9Q 
1962 .. To o 
1963 se 1e 7 
- 1964 vue I8 4 
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Hansard, October 22nd, 1968. 


Written answers, col. 263. 


Leasehoid Reform Act 1967 


Mr GRESHAM Cooke asked the Minister 
of Housing and Local Government, 


when he will introduce the Bill to` 


amend the Leasehold Reform Act 
1957 so as to separate service and 
maintenance charges from reckonable 
rent under section 39 (1) (a) in the 
case of long leases. 

Mr Barnes asked the Minister of 
Housing and Local Government when 
he intends to introduce legislation 
amending the Leasehold Reform Act 
to remove the present uncertainty 
regarding long leasehold dwellings 


In Parliament 


ES 
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where there is a variable service charge 
recoverable as rent; and rom what 
date such legislation will take effect. 
Mr: MacCo tt: Legislation on this 
subject is being prepared and will be 


introduced at the earliest possible ` 


opporturity during the present session 
of Parliament. The intention is that the 
legislation should cover cases where 


‘the problem has already arisen as well 


as those where it will anse in the 
future. 


Hansard, November sth, 
Written answers, col. 45. 


1968. 


Betterment Levy: Hardship Cases 


Mr CLrecG asked the Minister - of 
Housing and Local Government whe- 
ther he will give an. assurance that 
legislation will be introcuced this 
session to deal with cases cf hardship 
arising out of the operation of the 
betterment levy in the case of people 
who bought single plots between 
September 22nd, 1965, and April 6th, 
1967. 

Mr K. Rosinson: Legislation to 
cover the present extra-statutory con- 
cessions will be introduced in due 
course, but I cannot yet say when. 

Hansard, November izth, 1968. 
Written answers, col. 6o. 


Local Government Finance 


Mr Ripspare asked the Minister of 
Housing and Local Government what 
study he has made of the practice in 
other countries which operate a sales 
tax for raising revenue for local 
government purposes, in eddition to 
taxing property; and if he will make a 
statement. 

` Mr SKEFFINGTON: Overseas practice 
had been taken into accoun: when the 
Government concluded tkat funda- 
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mental changes in local finance were 

not practicable within the existing 
local government structure. There will 
be a further review in the light of what 
emerges from the work of the Royal ` 
Commission on Local Government. 


Hansard, November 12th, 1968. 
Oral answers, col. 195. 


Estate Duty 


Mr KENNETH Baker asked the 
Chancellor of the Exchequer what he 
estimates to be the cost of raising the 
level at which estates attract estate 
duty from £5,000 to £10,000, £15,000 
and £20,000, respectively. 

Mr Harotp Lever: £8 million, £20 
million or £35 million for a full year, 
exclusive of the cost of any consequen- 
tial changes in the scale of rates above 
the new exemption limit. 


Hensard, November 11th, 
Written answers, col. 35. 


1968. 


Giro Documents: Stamp Duty 


Mr Riptey asked the Chancellor of the 
Exchequer whether the 2d stamp duty 
charges on cheques will be charged’ on 
transactions with the Post Office Giro. 

Mr Haroip Lever: Some (but not 
all) giro documents fall within the 
stamp duty definition of a ‘bill of 
exchange’ and would accordingly be 
liable to cheque duty but for the 
exemption under section 84 of the 
Post Office Act 1953, of documents 
executed for the purposes of the Post 
Office. Under the Post Office Act 
1961, the Post Office makes an equiva- 
lent payment into the Exchequer. 
Under the Post Office Bill now before 
Parliament the documents in question 
will become liable to cheque duty, and 
it is contemplated that the Post Office 
will in due course enter into composi- 
tion arrangements with the Com- 
missioners of Inland Revenue under 
section 39 of the Finance Act 1956, 
and section 57 of the Finance Act 
1963. 

Hansard, November 11th, 1968. 
Written answers, col. 35. 


Unlimited Companies 


Mr Donan Wiriams asked the 

President of the Board of Trade how 

many companies have re-registered as 

unlimited companies since the intro- 

duction of the Companies Act 1967. 
Mr EDMUND DELL: 1,780. 


Hensard, November 6th, 


1968. 
Written answers, col. 95. i 
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PROFESSIONAL NOTICES 


Messrs ERNEST Francis & Son, 
Chartered Accountants, of Reading 
and Basingstoke, announce that Mr 
P. W. Lacey, A.C.A., resigned from the 
firm on July 31st, 1968, to take up an 
appointment in industry. With effect 
from that date, Mr RICHARD JOHN 
RAND, A.C.A., who has been associated 
with the firm for a number of years, 
has been admitted into partnership. 


Messrs PANNELL FITZPATRICK & Co, 
Chartered Accountants, announce that 
Mr Rosert Louis STEVENSON, F.C.A., 
is now a partner in their Trinidad firm 
at Colonial Building, 72 South Quay, 
P.O. Box 158, Port of Spain, and at 
san Fernando, Trinidad, West Indies. 


Messrs HILL, VELLacortT, Char- 
tered Accountants, announce with 
great regret the death on November 
3rd, 1968, of one of their senior part- 
ners, Mr GEOFFREY H. THOMPSON, 
F.C.A. 


APPOINTMENTS 


Mr E. S. Bell, M.A., F.C.A., has been 
appointed joint managing director of 
AD International Ltd. 


Mr D. R. Clarke, a.c.a., manager of 
the Leicester branch of the Industrial 
and Commercial Finance Corporation 
Ltd, has been appointed secretary of 
ICFC. He is succeeded as manager of 


THE 
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the Leicester branch by Mr M. 
Elles-Hill, A.C.A. 


Mr Stanley Dixon, M.A., F.C.A., 
President of The Institute of Chartered 
Accountants in Englend and Wales, 
who is a director of Midland-Yorkshire 
Tar Distillers Ltd, has been appointed 
chairman of the company. 


Mr L. A. B. Park, Ga, has been 
appointed managing cirector of Clark 
Bros (Swindon) Ltd, a member of the 
United Dominions Trust group of 
companies. 


. Mr Walter Boardman, F.c.w.A., has 
been appointed finance director of the 
Austin Morris division of British 
Ley.and Ltd. He will retain his 
position as proup chief accountant of 
British Leyland and remain a director 
of Standard Triumph and Rover in a 
non-executive capacity. He will be 


‘succeeded as chief accourtant of 


Stardard Triumph by Mr J. E. 
Wolstenholme, F.C:A. 





- 
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Mr T. Newton 


Mr Trevor Newton, F.c.A., has been 
appointed to the board of Coutant 
Electronics Ltd as financial director. 
He retains his position as secretary. 


Mir James Scott, c.a., has been 
appointed managing director of Valen- 
tine & Sons Ltd. 


Mr Peter M. Scott, F.c.a., has been 
appointed managing accountant of 
Gallaher Ltd. 

Mr Joseph Wartor:, F.A.C.C.A., as- 
sistant managing direztor of Granada 
Group Ltd, has been appointed a 
deputy chairman of the company. 

Mr R. L. White, F.c.a., has been 
appointed deputy managing director of 
Blundell-Permoglaze Holdings Ltd, 
with effect from November 8th, 1968. 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND 
WALES 


President’s Luncheon 


The President, Mr Stanley Dixon, 
M.A., F.C.A., and members of the 
Council of The Institute of Chartered 
Accountants in England and Wales. 
gave a luncheon on Wednesday in the 
Penthouse Suite, Dorchester Hotel, 
London. The guests were: Sir John 
Barlow, Bt., Sir Humphrey Mynors, 
Bt., Sir Arnold France, K.C.B., and Mr 
R. B. Robinson. 


PROPOSED INTEGRATION 
SCHEME 


Next Week’s Meetings 


The following local discussion meet- 
ings of members of the various ac- 
countancy bodies have been arranged. 
for next week, Members must produce 
their copies of the scheme to gain. 
admission. 


The Institute of Chartered 


` Accountants in England and 


Wales 


Monday: 
Harpenden, Public Hall, Southdown 
Road, 7 p.m. 


Tuesday: 
Northampton, Anglia Conference Hall, 
85 Abington Street, 4 p.m. 


Wednesday: 
Leeds, Town Hall, 7 p.m. 
Brighton, Hotel Metropole, 5.30 p.m.. 


Thursday: 
Lincoln, Moor Lodge Hotel, Branston, 


5 p.m. 


LONDON AND DISTRICT SOCIETY 
OF CHARTERED ACCOUNTANTS 


Luncheon Meeting 


Sir Eric Roll, K.c.M.G., C.B., will be the 
guest speaker at the next luncheon 
meeting of the London and District 
Society of Chartered Accountants to be 
held at the Connaught Rooms, Great 
Queen Street, London WCa, at 12.30 


JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SW1 


Telephone 01-834 2002 (4 lines) 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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for 1 p.m. on Wednesday, November 
- 27th. 
Evening Meeting 


The next evening meeting of the 
London and District Society of Char- 
tered Accountants will be held on 
Thursday, December sth, at the 
Little Ship Club, Bell Wharf Lane, 
Upper Thames Street, London EC4, 
at 5.45 p.m. The meeting will take 
the form of a panel comprising Mr 
E. D. Barton, M.A., F.C.A., (chairman), 
Mr D. C. Hobson, M.A., F.C.A., 
Mr D G. Richards, F.c.a., and Mr 
J. A. D Whinney, F.c.A. who will 
answer question on the 1967 Compares 
Act. 


Taxation Discussion Groups 


A number of vacancies remain to be 
filled in some of the taxation discussion 
groups of the London and District 
Society of Chartered Accountants. 
Any member of the Institute who 
wishes to join in the very useful dis- 
cussions will be welcome and should 
write to the secretary of the Society. 
Normally each group meets inform- 
ally for one and a half to two hours 


ence a month from October to Mav. 


over beer and sandwiches commencing 
at 6 p.m. to discuss a tax subject gre- 
viously agreed upon. The 400 mem- 
bers of the groups actively support 
and greatly appreciate the practical 
value of membership. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS OF SCOTLAND 


London Discussion Group 


“Problems of decimalization’ will be 
the subject of a talk to be given by Mr 
K. Davidson, of the office of the High 
Commissioner for Australia, at the next 
meeting of the London Discussion 
Group of The Institute of Chartered 
Accountants of Scotland to be held on 
November 28th, at 6 p.m., at the Little 
Ship Club, Bell Wharf Lane, Upper 
Thames Street, London ECa. 

Readers wishing to attend the meet- 
ing should contact as soon as possible 
the group’s secretary, Mr R. Wood, 
Z.A., 66 Cannon Street, London EC4. 
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SHEFFIELD: AND DISTRICT SOCIETY 
OF CHARTERED ACCOUNTANTS 


‘Responsib lity of auditors’ will be the 
subject of < lecture to be given by Mr 
B. Armatys, M.A., at the next meeting 
of the Sheffield and District Society of 
Chartered Accountants to be held on 
November 28th, at the Grosvenor 
House Hotzl, Sheffield, commencing at 
E p.m. On December roth, at the same 
time and v2nue, there will be a talk on 
‘Decimal currency’, by Mr W. R. 
Anderson, of the Decimal Currency 
Board. 


NORTHERN SOCIETY OF 
CHARTERED ACCOUNTANTS 


The next monthly luncheon meeting 
of the Northern Society of Chartered 
Accountancs will be held on Monday, 
December oth, at 12.45 for r p.m., at 
the Counzy Hotel, Neville Street, 
Newcastle upon Tyne 1, when Mr 
H. Allenbr, C.ENG., M.1.C.E., will give 
a talk on “Che Tyne Tunnel’. 


THE INSTITUTE OF INTERNAL 
AUDITORS 


London Chapter 


Sir Bruce Fraser, K.C.B., Comptroller 
and Auditor-General, will speak on 
‘My office and the exchequer and audit 
departmert’ at the next luncheon 
meeting cf the London Chapter of 
The Instirute of Internal Auditors to 
be held at 12.30 p.m. on Wednesday, 
December 11th, at the Rembrandt 
Hotel, Thurloe Place, London SW7. 

Readers wishing to attend the 
luncheon should contact the Chapter’s 
secretary, Mr R.. P. Wylde, F.C.A., 
Iraq Petrcleum Co Ltd, 33 Cavendish 
Square, London Wi. 


SIR JAMES MARTIN LODGE 


The instellation meeting of the Sir 
James Martin Lodge (formerly The 
Incorporated Accountants Lodge) was 
held on Cctober 22nd, at Freemasons 
Hall, London WC2, when the Wor- 
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shipful Master W. Bro. H. N. Piper 
installed his successor Bro. J. Ager. 
W. Bro. J. Ager appointed and inves- 
ted the following officers for 1968-69: 
Bro. S. Ward, SR: Bro. W. E. 
Adams, 7.W.; W. Bro. C. V. Best, 
Treasurer; W. Bro. E. B. ‘Trimmer, 
Secretary; W. Bro. A. V. Hussey, 
D.C.; W. Bro. F. R. Witty, SD: 
W. Bro. K. Jones, "D: W. Bro. F. R. 
Marshall, 4.D.C.; W. Bro. J. C. 
Chzumeton, Almoner; Bro. E. J. 
Smith, M.B.E., Organtst; Bro. R. M. 
Pawney, I.G.; Bro. P. G. Godfrey, 
Bro. J. F. Watts, Bro. M. Lister, Bro. 
H. I. Kitchin, Stewards; W. Bro. 
A. C. Chitty, Tyler. 


ASPECTS OF TAXATION 


A symposium on aspects of taxation is 
to e held at the Barking Regional 
College of Technology (Engineering 
Theatre), Longbridge Road, Dagen- 
ham, Essex, commencing at 3 p.m. 
on Wednesday, December 4th. 

The afternoon session will be under 
the chairmanship of Mr H. P. 
Southall, F.c.A., F.C.W.A., J.DIP.M.A., a 
Vice-President of The Institute of 
Cost and Works Accountants, and 
financial adviser, The Plessey Co Ltd. 
Mr A. H. M. Dunham, M.A., European 
tax manager, Ford of Europe Inc, will 
chair the evening session. Subjects and 
speakers will be: “Taxation of the 
individual’, by Mr D. G. Cozens, 
B.3C.(ECON.), senior lecturer in taxation 
at the college; “The taxation of 
business income’, by Mr Oliver 
Stanley, M.A.(OxON.), Barrister-at-law 
and director, Gray Dawes & Co Ltd, 
merchant bankers, and ‘Future de- 
velopments in taxation in the United 
Kingdom’, by Professor A. R. Ilersic, 
B.COM., M.SC.(ECON.), EIS, Professor 
of Social Studies, Bedford College, 
University of London. 

The fee for the symposium is {5 
(including an evening meal) and 
applications to attend should be ad- 
dzessed to the Principal of the College, 
Mr F. Heathcoat, J.P., M.SC., PH.D., 
F.RI.C., Asta House, 156 High Road, 
Chadwell Heath, Romford, Essex. 


AN RRC HCME STUDY COURSE provides the simplest answer. Backed by 40 years 
of postal tuitior, experience and over 155,000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
Appreciation, Cwsting, G.C.E., Insurance, Law, Local Government, Secretaryship, etc. 


-Treo 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION HOUSE, LONDON SW19 
Member of the Association of British Correspondence Colleges 
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ANNOTATED TAX CASES 


Part 1 of Volume XLVII of the 
Annotated Tax Cases, edited by Mr 
Peter Rees, of the Inner Temple, 
Barrister-at-law, is now published 
and contains reports, with notes on 
the judgments, of the following cases: 
Alfred Wood & Co Lid v. Provan 
(Ch.D.); Carfax Waste Paper Co Lid v. 
Minister of Labour (Q.B.D.); Minister 
of Labour v. Wandex Plastics Ltd 
(Q.B.D.); I. Goldman Ltd v. Minister 
of Labour (Q.B.D.); Hay’s International 
Services London Ltd v. Minister of 
Labour (Q.B.D.); George Wimpey & Co 
Lid v. Minister of Labour (Q.B.D.); 
Prestcold (Central) Lid v. Minister of 
Labour (Q.B.D.); Samuel Johnson & 
Sons (London) Ltd v. Minister of Labour 
(Q.B.D.). 

The annual subscription is 7os post 
free and the publishers are Gee & Co 
(Publishers) Limited, ver Strand, 
London WCz2. 


ESTATE DUTY AND LIFE 
ASSURANCE 


Useful Booklet 


A useful little booklet entitled The 
Finance Act 1968 — Estate Duty and 
Life Assurance has been produced 
by the Sun Life Assurance Society Ltd 
setting out the effect of the Act on 
policies taken out under the Married 
Women’s Property Act and other 
‘trust’ policies. Primarily intended for 
professional people with Sun Life 
agencies, copies of the booklet are also 
available to others on request from the 
Society’s chief office, 107 Cheapside, 
London EC2, or any branch. 


TOP-HAT POLICIES 


Before anybody becomes too excited 
about the top-hat policy which allows 
an employee to take out a whole life 
policy at retirement on advantageous 
terms (as mentioned in the article 
“Top-Hat Policies’ in the issue of 
November oth), we should add a 
qualification. 

It has been pointed out that the 
right to take the whole life policy is 
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itself a retirement benefit not in a 


‘pension form. Thus, depending on the 


amount of pension orovided from 
different sources, the Inland Revenue 
limits for approval could have the 
effect of requiring a corresponding 


restriction in the amount of the top- 


hat pension and the proportion that 
could otherwise be taken as a lump 
sum. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND 
AND WALES 


Members’ Library 


The Librarian reports that among the 
books and papers acquired by the Institute 
in recent weeks by purchcse and gifts are 
the folowing: 

Appreising Capital Warks; by E J. 
Broster. 1968. (Longmans, 63s.) 

Asian Taxation 1967. (Japan Tax 
Association.) Tokyo. 1968. (J.T.A., 
60s.) 

Audits of Personal Financial State- 
ments. (American Inscitute of Certi- 
fied Public Accountanzs.) New York. 
1963. (A.I.C.P.A.). 

Business Mergers and Take-Over Bids; 
by E. W. Moon, F.c.a.: 3rd edn. 1968. 
(Ge2, presented, 50s.) 

Choosing a Computer; by D. Shirley: 
witk tax allowance notes; by B. J. 
Webber: 2nd edn. 1968. (Business 
Publications, 215.) 

Companies: Law and Practice; by 
S. V7. Magnus and M. Estrin, F.c.a.: 
4th 2dn. 1968. (Butterworths, rees? 

The Computer and the Clerk; by Enid 
Mumford and Olive Banks. 1967. 
(Routledge and Kegan Paul, 40s.) 

Cost and Management Accountancy for 
Students: ed. by J. Batty. 1968. 
(Heinemann, 55s.) 

Direct Tax Laws 1966-67; by S. E. 
Dastur, H. M. Damania and J. E. 
Dastur. Bombay. 1966. 1067-68 
Supplement. 1968. (N. M. Tripathi, 
presented, Rs28.00 & 145.) 

Financial Accounting: an introduction; 
by H. Bierman and A. R. Drebin. 
New York. 1968. (Macmillan, 45s.) 

The Future of the Computer Utility; 
by C. C. Barnett and others. New 
York, 1967. (American Management 
Association, 85s 6d.) 

Industrial Counter Espionage; by P. 
Hickson. 1968. (Spectator Publica- 
tions, 18s 6d.) 


FINANCE for Purchase, Practice or Partnership 


(Interest 14% above Bank Rate on reducing balance) 


J. W. SLEATH & CO LTD 


INCORPORATED INSURANCE BROKERS 


Tel. 01-242 42:75 


58 Theobald’s Road, London WC) 


November 23rd, 1968 


The Law of Torts; by H. Street: 4th 
edn. 1968. (Butterworths, sos.) 

The Law of Trusts; by G. W. Keeton: 
oth edn. 1968: Irish Supplement: by 
L. A. Sheridan. 1968. (Pitman, 95s.) 


Leads and Lags: the main cause of 
devaluation; by P. Einzig. 10968. 
(Macmillan, 36s.) 

Management Services by Accounting 
Firms; by W. E. Arnstein. 1967. 
(Ronald Press, 110s.) 

Mathematics for Accountants and 
Managers; by R. F. J. Dewhurst, 
A.C.A. 1968. (Heinemann, 30s.) 

Modern Elementary Statistics; by 
J. E. Freund: 3rd edn. Englewood 
Cliffs, N.J. 1967. (Prentice-Hall, 93s.) 

1968 US Master Tax Guide for 
returns of 1967 income and 1968 tax 
planning. (Commerce Clearing 
House). Chicago. 1967. (C.C.H., 42s.) 

Optimal Pricing and Investment in 
Electricity Supply: an essay in 
applied welfare economics; by R. 
Turvey. 1968. (George Allen & 
Unwin, 30s.) 

Personnel Management: human rela- 
tions in industry; by C. S. Deverell. 
1968. (Gee, presented, 50s.) 

Prentice-Hall Federal Tax Handbook 
1968. (Prentice-Hall.) Englewood 
Cliffs, N.J. 1968. (Prentice-Hall, 52s.) 

Professional Indemnity Insurance; by 
P. Madge. 1968. (Butterworths, 32s.) 

Recommendations on Accounting 
Principles: (Institute of Chartered 
Accountants). 1968 (reprint). (CA, 
205.) 

Sampling for Attributes: an audttor’s 
approach tc statistical sampling, vol. 
2: (with supplementary section. A 
programmed learning text). (Ameri- 
can Institute of Certified Public 
Accountants.) New York. 1967. 
(A.I.C.P.A., 475 6d.) 

Shipping Enterprise and Management 
1830—1939: Harrisons of Liverpool; 
by F. E. Hyde. Liverpool. 1967. 
(Liverpool University Press, 42s.) 

Solicitors’ Accounts; by P. Lawton and 
A. Hilton, F.c.a.: 3rd edn. 1968. 
(Oyez, 4os.) [Previous editions by 
Smart & Blackwell.] 

Studies in Cost Analysis; ed. by D. 
Solomons: 2nd edn. 1968. (Sweet & 
Maxwell, ro5s.) 

UK Monetary Policy; by E. B. 
Chalmers. 1968. (Griffith, 21s.) 

The World After Keynes: an examina- 
tion of the economic order; by E. 
Roll. 1968. (Pall Mail Press, 30s.) 
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Discontinued Trade 


E law permits a taxpayer to carry forward his trading losses 
indefinitely but only for set-off against the profits of the trade 
which incurred the losses. In his capacity as a member of the 
public he is constantly being urged by the Government to be 
pragressive — to launch out into something new. Government ex- 
hortations would perhaps be more effective if its tax legislation 
did not inhibit such progressive trading. 


The latest Court of Appeal decision on trade discontinuance 
is not encouraging. Stripped of legal verbiage it comes down to 
thes. A company manufactures products made of rubber; then, 
after a nine-month period of semi-quiescence, it produces the 
same products but now using plastic. It claims to bring forward 
the rubber losses and to set them against the plastic profits. The 
Indand Revenue resist the claim on the ground that the rubber 


‘producing trade has been permanently discontinued and replaced, 


firzt, by a new trade which lasts nine months (the period of semi- 
qtiescence), and then by still ancther new trade. 


The company appealed to the Special Commissioners who, 
hewever, accepted the Revenue contentions. The appeal was 
cacried to the High Court, where Goff, J., reversed the Special 
Cammissioners. The Revenue now appealed to the Court of 
Appeal where the decision of the Special Commissioners has been 
restored (The Times, November 19th). 


It is perhaps idle to speculate how much time and money is 
wasted over these sterile legal arguments. The short fact is that a 
ccmpany exists to make money. Given the right to carry forward 
losses, why must they be confined in this narrow way? If, in fact, 
the law is so illogical, why does the Inland Revenue not apply 
a >road brush in a marginal case like the present? 


The answer probably lies in the fact that the commencement 
of the activities in plastic coincided with the sale of the company’s 
issued share capital. No doubt the proceeds of that sale reflected 
the value which the parties put on the prospect of the company 
being allowed to carry forward the losses. But this situation is 
really quite irrelevant to the question of whether the company, 
ae such, permanently discontinued its trade nine months before 
the sale of the shares. 

It is significant, however, that the fact of the sale of shares 
played a large part in the discussions at the various hearings. It is 
also significant that the case relied on by the Inland Revenue was 
ar other in which the issued share capital of the claimant company 
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had get hands- (Gordon e Blair Ltd v. CLLR. 
(41 ATC rr, 

Surely the time has come to E the whole 
scheme of loss carry-forward, particularly now that 
companies must pay the same rate of tax whether 
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the profits are of a revenue or capital nature. Just as 
trading groups are allowed to shunt losses from one 
member to another, so should an individual company 
be allowed to aggregate its profits. and losses for 
carry-forward purposes. o | 


More Publicity for Chartered 


Accountants 


T has, of course, always been and remains a recog- 

nized principle that chartered accountants may not 
in any way advertise or solicit for proiessional business. 
However, there are various ways in which the name 
and activities of the individual accountant may be 
brought directly or indirectly to public notice, and 
the revised section E3 of the Members’ Handbook 
which was approved (as reported in our issue of 
November 16th) by the Council of The Institute of 
Chartered Accountants in England and Wales at its 


November meeting, represents a significart relaxation — 


of what has previously been officially acceptable. 

As the contributor of our current series on pro- 
fessional ethics remarked in our September 21st issue, 
it is recognized to be desirable that information on 
topics of general economic or national importance 
should be seen to emanate from those best qualified 
to give it. No doubt with similar considerations in 
mind, the new statement takes a more positive line 
than did that which it now supersedes in actively 
‘encouraging’ rather than ‘permitting’ publicity for 
individual achievements and opinions. Faragraph 2 


sets the pattern for the remainder of the statement 


with these words: 


‘It is in the interests of the public and the Institute 
that any appointment or other activity of a member in a 
matter of national or local importance, or the award 
of any distinction to a member, should rece ve publicity 
and that membership of the Institute should be 
mentioned,’ 


For any ethical profession, the borderline between 


institutional and personal publicity is a narrow one, — 


and it is possible that the present statement represents 
a compromise between the very natural desire of the 
Institute’s Public Relations Committee on the one 
hand that chartered accountants should plav — and 
should be seen to play — their full part in national and 
local affairs, and the no less proper concern of the 
Investigation Committee on the other tha: individual 
members should not resort to unfair competition in 
attempting to secure professional business. 

It is perhaps a comment on the pace of contemporary 


development that so detailed a statement as the 
original Es (most of which dates from 1964-65) 
should require comprehensive revision within the 
space of four years; and whilst we await with interest 
the response of chartered accountants to. the new text 
we can at least commend the Institute for its thoughtful 
approach to a difficult and controversial problem. ‘The 
recent reet Don of the American McKinsey organiza- 
tion by the Bank of England, to- which we referred at 
the time, exemplifies some of the difficulties con- 
fronting members of a profession traditionally given 
to hiding its light under a bushel. Moreover, the image 
of the frock-coat and the quill pen dies hard and the 
value of institutional publicity in attracting new recruits 
of suitable calibre to secure the future of the account- 
ancy profession should not be overlooked. 

The new statement most conspicuously affects 
members of the Institute in their relations with the 
general Press, and with radio and television. Any 


‘member, whether in practice or not, may now use his 


name and professional description or designatory 
letters in connection with articles, letters or other 
contributions to the Press. Previously, the facility of 
using both name and description: together in this 
context was limited to non-practising members. In 
writing a book or pamphlet for general publication, 
he may now provide reasonable personal details ~ 
other qualifications and memberships, other publica- 
tions and the like — without ‘if asked by the publisher’ 
as a condition precedent. It should, however, be 
noted throughout that the prohibition on the mention 
of a practising member’s firm name (so far as this is 
within his control) is continued. There is also a 
warning that frequent Press contributions of a kind 
likely to attract professional business could in certain 
circumstances render a member liable to disciplinary 
accion. 

' The relaxation of the rule affecting radio and tele- 
vision broadcasts is particularly marked. The new 


stetement reads as follows: 


‘It is considered to be in the interests of the public and 
of the Institute that a member appearing on radio or 
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television should be NEE as a chartered accountant. 
‘A member who. takes part in a radio or television 

| programme may give his name, the name of the town 
or district in which: he lives or works, and the description 
“chartered accountant”, “practising accountant’ or 

< “practising chartered sea aes No reference should 
be made, in the case of a practising member, to the name 

_ or address of his firm. Particulars may be given. cf any 
~ special qualification or specialized knowledge directly 

relevant to the subject-matter of the programme.’ 


_ Previously, except by dispensation of the Council 
in a particular case (and these dispensations appear to 
have been but rarely given), the rule required that a 
member should be introduced either by name only or 
as an anonymous chartered accountant. This rule was 
expounded in a paper delivered to the 1965 Oxford 
Summer Course of the Institute by Mr C. Croxton- 
Smith, M.A., LL.B., F.C.A. (now Vice-President of the 
Institute, and at that date the vice-chairman of its 
Investigation Committee), in the following terms: 


‘Many members, I know, feel zhat this is an unrzason- 
- able restriction, and it is not always easy to explein the 
regulations to the producer of the programme whose 
_ appreciation of professional ethics is sometimes scanty. 
Nevertheless this is a matter to which the Council 
~ attaches considerable importance. It seems to be clearly 
‘undesirable that a chartered accountant appearing in 
front of an audience, possibly of several million, should 
be identified by name. I am not suggesting that the several 
million. are all. potential clierts, but an impressive 
performance could well reap a rich harvest,’ 


A palliatory clause in the old staternent provided 
that ‘where a member appears anonymously, he may 
give reasonable further information about himself to 
show that he is specially qualified to take part in the 
particular programme’, and there. may be some 
surprise that a member who is now permitted to 
identify himself by name, town and description should 
still be free to give particulars also of ‘any special 
qualification or specialized knowledge directly relevant 
to the subject-matter of the programme’. It remains 
to be seen whether this betokens some more general 
mcdification of the Institute’s hitherto uncom- 
promising attitude towards—or rather against — the 
use of additional descriptions importing a particular 
expertise in any field of professional work. 

A member attending a conference or similar function 
mzy be identified by name-and professional. descrip- 
tion, and the categorical list of further par-iculars 
which could be given (if asked) ‘where the audience is 
composed entirely of members of the accountancy 
profession or at the discretion of the Council in other 
cases’ has disappeared. We are again indebted to Mr 
Croxton-Smith’s 1965 paper for an illustration of how 
the old requirement sometimes worked in practice: 


‘One well-known member cf the. profession attending 
a large conference found that ha was-the only member of 
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the conference whose name was given without any 
description. ... It is understood that he spent most of 
the conference explaining who he, was and way he could 
not say So.’ = 


A photograph, details of any ST Be and any 
other relevant personal information may now be given 
in all such cases. The new statement, however, reenacts 
unchanged the following passage from the old one: 


ʻA member who is invited to give a talk or to be a 
member of a panel‘or brains trust or to attend a conference 
is expected to take reasonable steps to ensure, as far as 
practicable, that there will not be any undue publicity 
for the practice or professional business in which he is 
engaged, either during the proceedings, in any literature 
issued for the information of the audience, in any 
reporting of the proceedings or in any literature issued 
as a result of the proceedings.’ 


The embargo on the mention of the name of a 
pract:sing member’s firm (other than as the Council 
may permit if it considers that this is in the interests of 
the profession as. a whole or of the general public): is 
also continued. l i 
| Tke remaining porticns of the old E3 statement are 
repezted in the new without significant change — with 
one exception. The following passage in the old 
statement on ‘Directories and similar publications’ 
(paragraph 38) has disappeared without comment: 

‘A member should not permit his name to-appear in 
anv list of members of a particular body which is classified 
by occupation unless the circulation of such list 1s nor- 
mally confined to mernbers of the body concerned and its 


issue is not intended to encourage members of the body 
to use the services only of other members thereof.’ 


It may be conjectured that a liberal interpretation 
of this passage had been found to be unworkable and 
in general added little to the remainder of the section. 

In the course of an open letter commending the new 
statement to members, Mr Stanley Dixon, M.A., F.C.A., 
the President of the Institute, writes as follows: 


“This (relaxation) is of course contrary to the natural 
reticence of chartered accountants. But I have little 
dcubt that it is this very attribute, praiseworthy though 
it is in our day-to-day work, that has often resulted in 
the public not being fully aware of the enormous field 
in which chartered accountants operate and the very 
Important role which we play in the affairs of the nation. 

‘Our public relations efforts, which every year’ are 
geining in impact and extent, have up to now nevertheless 
been. severely handicapped by the fact that members 
have had to remain anonymous, or undescribed as to 
profession, on radio and television and often in the Press 
as well. . 

‘We want the public to know that you are a chartered 
accountant..In industry, in practice and elsewhere many 
of our members resch the highest positions, and it is 
only too. rarely that they are properly described.’ 


_ There is no-doubt that the gentle wind of change that 
commenced to. blow through the Institute a few years 
ago has developed into a strong refreshing breeze. 
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FINANCE ACT 1968 


The Special 
Charge — XI 


A Boung paragraph 8 of Schedule 15 to the 
Act gives full authority to trustees to recover out of 
the trust fund the special charge which they are re- 
quired to pay, it might well be that, by reason of 
earlier depredations by the Exchequer or for some 
other reason, the necessary funds are not in the trust. 
It is recognized that there ought to be some relief to 
innocent trustees, and this is given by paragraph 10 of 
the same schedule. Paragraph o bears a close resem- 
blance to section 63 of the Finance Act 1948, giving 
similar relief in respect of special contribution. 

Paragraph ro (1) requires the trustees to show to the 
satisfaction of the Inland Revenue that 


(i) their rights of indemnification out cf the trust 
estate are insufficient; and 


(ii). this arises otherwise than by negligence or default 
on the trustees’ part. 


If the Inland Revenue say they are not so satisfied, it 
seems that that will be the end of the claim, unless the 
Inland Revenue reveal that they have approached the 
claim on a wrong basis, or have rejected the claim for 
some wrong motive. Given that the trustees get over 
the hurdle of satisfying the Inland Revenue, then that 
body is bound to ‘give such directions for the limitation 
or release of’ (the trustees’) ‘liability as appear just and 
equitable’. It is to be observed that in computing the 
relief an objective standard is imposed. It is not the 
relief which appears to the Revenue themselves as just 
and equitable, but the relief which on an objective 
basis is just and equitable. 

In so far as the special charge is something in respect 
of which the trustees could have made an election 
under paragraph 6 of the schedule, or given a notice 
under that paragraph, then the Inland Revenue have 
no power to give the relief, however blarneless the 
trustees (paragraph ro (2)). A person answerable for 
UK trust A which has income from UK trust B, can 
elect that the individual’s income ‘deriving’ from UK 
trust B (arrived at on an arithmetical basis} be treated 
as ‘arising’ from UK trust B, thus passing on part of 
the liability to trust B (paragraph 6 (2)). Similarly, 
under paragraph 6 (3), where the individual seeks to 
recover charge from UK trust A, that trust can give 
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notice to the individual to recover part from UK trust 
B. There are time limits, both for elections and for 
notices, and therefore any professional person who 
assumes the responsibility of advising trustees on these 
matters must keep those time limits well in mind. 
Otherwise their clients may suffer loss through the 
operation of paragraph 10 (2), with possible claims for 
damages in negligence. 

Relief given by the Inland Revenue to trustees under 
paragraph ro (1) may stultify the rights of a person to 
recover special charge from the trustees so relieved. 
Therefore such a person is given an absolute right to 
claim from the Inland Revenue the charge which he 
could otherwise have recovered from the relieved 
trustees (paragraph ro (3)). Here there are no qualifica- 
tions about equity or justice; but of course, the claim- 
ant must satisfy the Inland Revenue that he is within 
the requirements of paragraph ro (3). 

Although the object of the special charge is to tax 
wealth rather than income, nevertheless, section 49 pro- 
vides for the extension of double tax relief from 
income tax and surtax to include the special charge. 
The section provides that Part XIII of the Income Tax 
Act 1952 and the other enactments relating to double 
tax relief shall have effect in relation to the spectal 
charge as they are expressed to have effect in relation 
to income tax. At the same time, in relation to invest- 
ment income, they are to have effect as they have 
effect in relation to income subject to income tax. The 
section also provides that ‘arrangements’ made under 
section 347 of the 1952 Act shall have simular effect. 


‘These arrangements are the double tax treaties with 


other countries. One would have thought that in prin- 
ciple these treaties could not be changed in this way 
without the consent of the other party to the treaty. 

There is provision in the 1952 legislation for limiting 
tax credit in respect of foreign taxes by reference to the 
combined rate of income tax and surtax applicable to 
the claimant. Section 49 (2) provides for an increase 
in the maximum credit for 1967-68 where special 
charge is borne on the income. 'The aggregate invest- 
ment income for special charge purposes is divided into 
the special charge, and the rate of charge so produced 
is added to the combined rate of income tax and 
surtax. 

The imposition of special charge was announced by 
the Chanceller of the Exchequer on March roth, 1968, 
when the 1967—68 tax year still had a further 17 days 
to go. As the effect of the charge was to raise the rate of 
tax on many peoples investment income to more 
than 20s in the £, it was obviously a temptation to 
reduce one’s 1967—68 income while there was still 
time. To circumvent this, section 50, headed ‘transac- 
tions designed to avoid liability’, was included in the 
Act. Like all the other special charge provisions, sec- 
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tion. 50 was never E EE owing to the imposition of 
the guillotine. Perhaps that is ways it is so harsh 


Where: 
(1) asa resili of any action or EES 
(2) taken by any person; 
(3) on or after March 19th, 1968; 


(4) the aggregate investment income of. an in- 
dividual (A); 


(5) is less by any amount (£X) than :t would have 
been but for that action or decision; then 


(6) the aggregate investment income is to be in- 
creased by £X; unless 


(7) it is shown to the satisfaction cf the Inland 
Revenue that; 
(8) avoidance or reduction of the special charze was 
= neither the main object nor one of the main 
objects of the action or decision (sectizn So 
(x). | 
The words ‘as a result of’ in (1) above are. perfectly 
general. They do not add ‘directly or indirectly’ but 
_ the effect of the wording seems to be the same. Tọ 
jolly things along a little, section 50 (2) gives the Lllow- 
ing examples (expressly without prejudice to the 
generality of subsection HI of actions or decisions 
within that subsection: 


ef ei foregoing of investment income to whick A or 
be -wife would otherwise have been entitled 
as income of 1967-68; -- ` 

(b) postponement of (i) entitlement to, a (ii) 
receipt of, investment income so as to pz2vent 

. it from being income of 1967-68; 

(c) making a ‘settlement’ of which B or his-wife is 
‘settlor’ (in the wide sense attacked by Part 
XVIII of the Income Tax Act 1952), im con- 


sequence of which ‘settlement’ there is investment. 


income payable to anyone but A or his wafe; 
j (4) incurring any expenditure (including any liability 


. to pay interest) which, but for section 50, would 


affect the aggregate investment income of A. 


The action or decision need not be bv A, er his 
wife; it can be by any person, which includes persons 


in the plural. One example is a board of directors- 


considering the declaration of an interim. dividend 
by a company in which A or his wife, or the trustees 
of a,settlement in which A or his wife are benefic aries, 


hold shares. The same applies to the deliberaticas of - 
trustees of any settlement who have a discretionary | 


power to make income payments to A or his wate, or 
` to a trust of which A, or his wife is a beneficiary, cr to a 
trust in which A and his wife are not beneñciaries at all 
but of which they are ‘settlors’ in such circumstances 
. that, by reason of the anti-avoidance provisions :in 
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Part. XVIII of the Income Tax Act 1952, the. trust 
income is treated for surtax purposes as theirs. Item 
(5) in effect requires the Inland Revenue to show a 


precise amount (£X) as having escaped. However, this 
` is to the disadvantage of the taxpayer; it merely means 


that in practice the Inlaid Revenue will argue for the 


‘Maximum amount which the company. or the trustees 


could have decided to pay. 

Items (7) and (8) above offer a very small crumb of 
comfort indeed — a crumb which becomes even smaller 
when one reads section 50 (3). This subsection puts a 
fetter onthe Inland Revenue’s power to give relief 
under: (7) and (8) even where they might otherwise 
have had the inclination to give relief. 

If: 

(a) it appears that; 

(b) the main benefit which might have been expected 

to accrue from the action or decision; 

(c) was avoidance or reduction of liability to (i) 
special charge, or (ii) special charge and : surtax 
combined; then 

(d) avoidance or reduction is deemed to have been 
the main object (or one of the main objects) 
of the action or decision (section 50 (3)). 


The test imposed here is the same as was imposed in 
corresponding excess profits tax and profits tax legis- 
lation and was the subject of a penetrating, if depres- 
sing, examination by Lord Greene in Crown Bedding 
Co Ltd v. C.I.R. (25 A.T.C. 9). 

A disturbing aspect of section 50 | is that liability 
under it does not depend on the Revenue making one 
of their ‘directions’. Each individual called upon to 
makea return for specal charge purposes is apparently 


required to inquire of directors, trustees and the like 
as to what decisions they came to after March 18th, 


1968, which might canceivably affect-the individual’s 
liability under section 50, before he can.safely declare 
his return to be correct. Moral considerations apart, 
there is the spectre of what might eventually be 
revealed in the course of lengthy inquisitions by the 


‘Revenue, pursuant to the powers, conferred upon them 


by: section 50 (4). If it ‘appears’ to them that (i) any 
person may have taker an action or decision which falls 
within section 50 (1); and (ii) the person has in his 
possession any information. relevant for the purpose 
of giving effect to section 50 (including subsection 


(4) itself), then the Inland Revenue can give the person 


written notice requiring bim to give them such par- 
ticulars as ‘they consider necessary for that purpose. 
They can impoée a time limit of not less than 30 days 
and failure to comply with the notice brings the 
penalties imposed’ by the Finance Act 1960 in relation 
to similar demands for information. 

' (Concluded.) 


734 


Current 
Affairs 





Crisis: Home and Away 


A with the majority of crises which for the past 20 
years or so have beset sterling and the UK 
economy, the latest turn of events is the product of 
internal economic misjudgement and external forces 
over which Britain has no control. 

For some time past it has been clear that the economy 
was beginning to come to the boil; in other words, 
evident that the Chancellor’s budgetary policy was 
based upon a miscalculation relating, in the main, 
to the trend in consumer outlays and imports. The 
new Io per cent increase in indirect taxation was 
therefore inevitable; some such restraint on spending 
in the private sector had been widely expected. A 
revaluation of the Deutsche Mark would hardly help 
in this respect | 

What was not expected was the sudden collapse of 
the French franc, and the various causes are not easy 
to delimit. Initially the weakness of the franc stemmed 
from the wage concessions after the spring revolt. The 
‘French economy is basically strong and for a time it 
could reasonably be hoped that it would recover from 
the setback. In the event, there was a loss of confidence 
and the outflow from the reserves accelerated as 
confidence in the franc weakened. 

In itself the outflow of French money into Switzer- 
land and West Germany need not have precipitated 
anew crisis but for the fact that sterling, and with it the 
international monetary system, is still in a convalescent 
stage after last year’s devaluation. The full influence 
of a still weak dollar could not be brought to bear 
because of recent events and the Presidential inter- 
regnum. As far as the UK is concerned the problem 
.of the franc is important, not so much because it could 
engender a further devaluation of sterling if the inter- 
national monetary situation is not effectively bolstered, 
but because the inability of the monetary system to 
offset the present balance of payments disequilibria 
would have a devasting effect on world trade. 

While the recent boom in British exports owes 
much to the efforts of UK exporters and the sterling 
devaluation, it also owes as much to the fact that world 
trade in general has been booming. The conditions 
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for the further expansion of UK exports are as propitious 
as they are ever likely to be; but if confidence in the 
international monetary system cannot be restored 
quickly, then world trade — not just France and 
Britain — will suffer. 

There is no point in reviewing the state of the UK 
economy at this time. The measures imposed last week 
are only mildly deflationary in their effects — always 
assuming that the Chancellor’s move does not now 
wreck what remains of the ‘incomes’ policy. They should 
help to curb demand for imports; this is the particular 
object of the pressure now brought to bear on the 
liquidity of importers. 

Short of an economic miracle the prospects for the 
next Budget are depressing indeed; it may well be 
necessary before April to cut back still further on 
expenditure. But next time it is to be hoped that the 
blow will not fall solely on the consumer and private 
industry: the Government cannot for much longer 
assert that all public sector expenditure is essential 
and therefore inviolate. | 


Cost Accountants’ Golden Jubilee 


EXT year marks the Golden Jubilee of The 

Institute of Cost and Works Accountants and a 
conference in London to mark the event, together 
with a number of social functions, is to be held from 
Wednesday, June rh, to Friday, June 13th. 

The theme of the papers to be presented at the 
conference will be “The accountant’s relationship with 
the communities he serves’. At the first session to be 
held in the Queen Elizabeth Hall, four papers will be 
given covering public practice, public service, industry 
and consultancy. At the second session in the Royal 
Festival Hall there will be two guest speakers whose 
names are to be announced. 

The conference will open with a formal reception 
at the Banqueting House, Whitehall, on the Wednesday, 
and on the following day there will be a special service 
at Westminster Abbey; that evening there will be a 
dinner in Guildhall. On the Friday there will be a 
supper dance at the Hurlingham Club, Putney, for 
members of the Institute. 

The conference will be open to members of ac- 
countancy bodies in the United Kingdom and overseas. 
Provisional reservations are now being accepted and 
booking forms are available from the Conference 
Registrar, The Institute of Cost and Works Account- 
ants, 63 Portland Place, London, WIN. 4AB. 


Death or Incapacity of Sole Practitioners 


OT the least of the anxieties confronting the 

accountant in sole practice is the problem of 
making provision for the preservation and continuity 
of his practice in the event of his death, or prolonged 
incapacity through illness. As reported in The 
Accountant of November 16th, the Council of The 
Institute cf Chartered: Accountants in England and 
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Wales at its meeting on November 6th, approved a 
statement for inclusion in the Members’ Handbook 
(and reproduced elsewhere in this issue), to meet this 
contingency — although the problem is hardly a new 
one. 

A sole practitioner’s practice has no entity, and very 
little value, apart from its owner. In the event of his 
death or incapacity it can rapidly be dissipated unless 
proper arrangements are made for its management 
pending disposal. For one thing only, his death will 
create an immediate casual vacancy in respect of every 
limited company for which the deceased acted as 
auditor, so that unless these clients can be assured that 
a duly qualified person is immediately available to 
conduct the practice, their custom is inevitably lost. 
Further, the right of the practice to be described as 
‘chartered accountant(s)’ may be lost, although the 
Institute statement indicates that no objection is likely 
to be taken to this usage for a limited period if the 
arrangements made for continuity are acceptable 
to the Council — as, for example, by the appointment of 
another member to manage the practice. 

It is of obvious importance that a sole practitioner 
should make a will and appoint executors who will be 
able to assume authority immediately upon the event 
of death. If a corporate executor is appointed, par- 
ticular care is advisable in drawing the instructions for 
interim management of the practice pending its dis- 
posal, so as to avoid infringing the statutory pro- 
hibition upon one body corporate acting as auditor, 
receiver or liquidator of another. ‘This point is not 
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mentioned in the Institute statement, and a word of 
warning may not be out of place. 

Ethically, it would be highly objectionable for one 
member managing the practice of another in circum- 
stances of death or incapacity to seek any personal 
benefit for himself other than a proper remuneration 
for services rendered. The managing party may legiti- 
mately offer to purchase the practice (although in that 
event the incapacitated member or his personal repre- 
sentatives should be separately advised), but he would 
otherwise be open to complaint if he accepted instruc- 
tions on his own behalf from a client of the managed 
practice during the period of the agreement. It would 
also be inappropriate for him to interview clients or 
staff of that practice at his own premises. 

Two specimen agreements — one for reciprocal 
assistance between sole practitioners, and the other 
between a sole practitioner and a firm — are appended 
to the statement (but not included in our reproduction), 
though it is emphasized that these are for illustration 
only and should not take the place of proper consulta- 
tion between a member and his own legal advisers. 
The statement also deals with points of professional 
indemnity insurance and with the Registration of 
Business Names Act 1916. 


Card Winnings Assessed to Tax 


HE assessment on the profits of a club which 
included the winnings of the proprietor on games of 
three-card brag played regularly at the club was 
upheld in the High Court last week in Burdge v. Pyne. 


Dinner in Honour of Mr R. B. Leech, M.B.E., T.D., F.C.A. Sixteen Past-Presidents of The Warwickshire Society of Chartered 


Accountants, together with the present President, Mr E. Smith, F.C.A., and members of the committee of the Society, gave a dinner 
on Monday of last week at the Manor House Hotel, Leamington Spa, to mark the retirement from the Council of The Institute of 
Chartered Accountants in England and Wales of Mr R. B. Leech (front row centre in the picture, with Mr Smith to his left). Mr Leech, 
whose retirement from the Council was announced in The Accountant of November 16th, has also retired from the committees of 
The Birmingham and West Midlands Society of Chartered Accountants, and the Warwickshire Society. He was a founder member of 
the latter and in 1948 its Chairman when it was then known as the Coventry and District Branch. A partner in the firm of Leech, 
Peirson, Evans & Co, of Coventry, he is well known in Midland industrial circles and is a director of several companies. 
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The appellant, Mr Burdge, owned a club in Potley, 
Corsham, Wilts, called The Spinning Wheel. The 
facilities included a card-room which members could 
use on payment of an admission fee. He discovered 
shortly after the club opened that he was invariably 
successful at three-card brag. During 1965 that was the 
only game played in the card-room and Mr Burdge 
or his wife or daughter sat in as a member of the ‘school’ 
whenever cards were played and one of the three 
always dealt. The game started at 11 p.m. and con- 
tinued until 4 or 5 a.m. Mr Burdge was not prepared 
to lose, as the other receipts in the club barely covered 
expenses. The winnings of £1,410 were shown as a 
separate receipt in the profit and loss account. The 
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General Commissioners.held that this sum constituted 
revenue receipts of the trade carried on at the club. 

Dismissing the taxpayer’s appeal, Mr Justice 
Pennycuick distinguished Down v. Compston (16 
ATC 64) which held that where a professional golfer 
made money by betting on himself, the proceeds were 
not professional receipts. According to The Times of 
November 23rd, his lordship said that in Compston 
the professional merely offered the opportunity of 
making bets, whereas the playing of cards was part of 
the actual activities of the club itself. 

This is one of those fine distinctions which make 
income tax such a fascinating, if incomprehensible, 
subject. 





This 1s My Life 


by An Industrious Accountant 


N his 25 years of service in our accounts depart- 

ment, Dave has worked in every section and some- 
times, indeed, worked very well; but his promotional 
progress has been negligible. Every rise preceded a 
fall. Now, in his forties, he seems to have reached his 
plateau. 

The fault, as Cassius remarked, was not in his stars 
but. in himself. -If-the-money he devoted to alcoholic 
consumption over the decades had been invested in 
brewery shares instead, he would probably own a 
distillery or so today. However, this particular problem 
is behind him now; he’s a reformed character. 

When he came to me for a private chat about his 
future prospects there didn’t seem to be much comfort 
to offer. Short of an outbreak of coronaries among our 
section-heads, or the ceiling collapsing in the course of 
one of our weekly meetings, he'd risen as far as he 
could. 

Dave cocked a shrewd eye at me och nodded calmly. 
He knew the score, he said, but he wanted to hear it 
confirmed. The fact was he’d been offered an outside 
job, as secretary/treasurer/manager of the club his 
adopted sons belonged to and he was rather tempted to 
accept it. Unfortunately, while this sort of welfare work 
was just what he wanted, the pay was substantially less 
than his present job. How did he stand as regards 
cashing-in his pension rights? 

In passing, Dave’s struggle back to the straight and 
narrow began when he and his wife adopted two 
orphans. ‘They took a third later. This particular 
gesture, in my possibly biased opinion, offset hand- 
somely any previous debits in his account with the 
recording angel, and oddly enough, Dave’s overall luck 
changed for the better simultaneously. 

Unfortunately, the same luck didn’t seem applicable 


to his pension commutation. Our scheme is set out in 
meticulous legal phraseology and none of the options 
available to him looked attractive. 

The pair of us examined the clauses carefully. Our 
employees pay a pension contribution of 5 per cent of 
annual salary and the company puts in rather more than 
twice as much, so the sums involved were significant. 

As a first choice he was entitled to withdraw his own 
contributions, though not the company’s, with com- 
pound interest — a daft decision in the circumstances. 
No need to relinquish the major fraction of his entitle- 
ment. Dave turned down a definite thumb and we 
tried again. 

Next, he could opt for.a pension at age 65, whereby 
the total contributions would stand to his credit until 
he should attain that age. ‘Live, horse, and you'll get 


lots of grass in twenty years’ time’, quoted Dave, and 


we passed on to other alternatives. 

Why couldn’t he get an immediate pension, small 
though it might be when actuarially discounted? he 
asked. With this, and his boys’ club salary, and per- 
haps some other part-time treasurerships, he might 
manage nicely. His objective was to be independent. | 

It was hard to have to tell him that the pension plan’s 
objective was to look after him at 65, not earlier. 
Independence was a calculated risk; he must balance 
it against his present security. 

Legalistic hair-splitting was all very well for the 
smart alecs, argued Dave, but as man to man what 
about a compromise? Say half-pension to age 65 and 
full pension thereafter, as a quid pro quo for what he’d 
save the company by resigning? Or a lump sum of 
three years’ salary .. . or two... or even one-plus? 
After all, fair was fair! The pension plan provisions 
seemed to be loaded against employees seeking a 
change ! 

Loaded or not, the provisions allowed no latitude 
and no discretion. Unless the directors would sanction 
some ex gratia concession, there was no more to be 
said. I wonder what other companies do in these 
circumstances? 
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Productivity and Progress 


With particular reference to Local Government 


by JAMES M. S. RISK. B.Com., Ph.D., CA. F.C.W.A., J.Dip.M.A., F.C.LS., 


N 2 paper presented by the present writer in 1953 to the 
fourth summer school of The Institute of Cost and Works 


Accountants, on ‘Financial control in large-scale under- 


takings’, the proposition was submitted that ‘there should 
be little or no difference in the form of control of all large- 
scale undertakings’, irrespective of their purpose or legal 
constitution; that is, whether the organization be a large 
public company or a large local cuthority. Fifteen years 
later, he still holds that view. 

It follows that in discussing productivity and manage- 
ment techniques, the writer sees little need to diiferentiate 
between applications in public companies and local authori- 
ties, even though some techniques may be more relevant 
where there is an element of profit present in the situation. 

In as much as management techniques are intended to 
raise productivity, it is desirable that there should be 
measurements of productivity before and after the introduc- 
tion of new techniques, and also at regular uniform iniervals 
so that the rate of improvement in productivity can be 
measured and compared over time in one unit and also 
with the achievements of other units of the same kind; or 
perhaps with organizations of a different type. ` 

The measurement of productivity at first sight may seem 
simple because the general idea of sroductiv:ty is not hard 
to grasp and one can think of no one who would nct support 
the object of improving the productivity of e given under- 
taking. Productivity yardsticks for z single function or for a 
single element (such as labour) zre not too dificult to 
devise but when it comes to assessing the productivity of a 
whole enterprise, difficult problems arise. In this paper, 
two approaches to the major problem are suggested. 

There follows a plea for the development of local 


authorities in such a way that as many services as possible 


can be organized in a sufficiently distinct manner as to 
permit ordinary business accounting methods to b2 applied, 
both to assist the management of such services and also to 
enable their effectiveness to be assessed: this way lies higher 
productivity for the good of all. 


Meaning of productivity 


Briefly, we all want MORE FASTER with LESS Geer 
‘More’ — means more goods ard services; 


‘Faster’ — implies a more intensive use of plart and 
machinery and other factors; more good work done in 
the same time or the same amount of work done in a 

shorter time; 


The substance Gë a ast presented at the recent r968 conference 
of the Management Services Section of the IM EA Metropolitan 
and Home Counties Branch. v -> 


M.O.M., F.B.1.M., M.LM.C. 


‘Less’ (cost) ~ means a reduced usage of all the factors 
involved for a given amount of good work done: a lower 
unit cost (not lower wages per man) for labour, and for 
material used, and for facilities (1.e., better utilization of 
plant and machinery; lower investment in stocks). 


Frequently there is confusion between the terms ‘produc- 
tivity’ and ‘profitability’, Because this occurs it may be 
thought by some that productivity is not relevant to local 
authorities; in other words, that productivity only arises in 
the case of profit-making enterprises. This is not so. A 
scrutiny of the definition given earlier will show that the 
elements of productivity can be stated without the need of a 
figure for ‘sales’ being used. 

A substantial part of a country’s national income is 
devoted to activities of a non-profit-earning nature, so that 
any definition of productivity which includes a profit 
element in it will automatically exclude the non-profit- 
earning activities in question. This is another reason for 
considering that profitability and productivity are two 
different concepts. Whilst profitability will be affected by 
changes in productivity, the latter may be unchanged 


despite a movement in profitability due to variations in 


prices or product-mix, 

Productivity is a matter of increasing importance in such 
fields as national Government, local government, the health 
service, education services, the defence services, and other 
non-profit-earning activities. 

For a self-contained income-earning enterprise (including 

public and private companies), it may be argued that profit- 
ability is more important than productivity, though the 
latter should surely be brought at least to the level achieved 
by competitors; and in the long run, higher productivity 
helps to ensure a good competitive position and so safeguard 
future profitability. 
- For the community generally, higher productivity may be 
more important than profitability because improving 
productivity should mean an improving standard of living 
through a greater flow of goods and services for the same 
input of resources of all kinds. 


Physical yardstick 


r 


It is suggested that we should seek to measure productivity 
by a physical yardstick, implying the quantity of goods or 
services produced in a given period of time for a stated input 
of resources. Where more than one type of resource -is 
involved — say labour and materials — it may be necessary 
to express the physical factors in some common unit of 
measurement. This common unit is usually found to be 
money which acts as a measure of vas a medium of 
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exchange and a store of wealth. (Regrettably, sometimes, 
the store diminishes with the incidence of infiation.) 


Despite the use of the money symbol in statements con- ` 


cerning productivity, we should remember that we are 
seeking a physical relationship and using monetary signs 
through lack of any better method. 

A relationship can be expressed as a ratio. For example, 
the quantity of good output per unit of input. Both aspects 
may be in the same unit, such as material, but in other 
cases the output may be in the form of a finished product 
which embodies material and the use of human effort as 
well as the use of tools and equipment. 

From a primary relationship of good physical output 
from a given amount of raw material, one moves through a 
series of ratios which gradually become more complex, 
including ratios relating to the overall provision of some 
service activity. For each purpose the appropriate ratio has 
to be selected or built up. 


Need for measurement 


In measuring productivity, one is seeking for yardsticks 
which will show quickly and clearly the effect of changes 
in the factors involved. In some cases this is easy; in others, 
not so. One point which stands out is that there is no one 
productivity yardstick which satisfies all purposes. If this 
be accepted, it follows that there may be a variety of yard- 
sticks for different purposes. 

Another comment worth making is that productivity 
indices should not be considered as a substitute for other 
management tools, such as budgetary control and standard 


costing. Management needs a variety of tcols, each of 


which should be used appropriately. 

A tool is for use by some person or persons. So we ought 
to examine the needs of different people and then see 
whether we can devise simple, meaningful indices of 
productivity which will be of practical use in each case. 
Furthermore, it will probably be helpful to consider over 
what length of time each index should be calculated: an 
hour; a day; a week; a year; or longer. Thus, we should try 
to build up a table of productivity yardsticks appropriate 
to varying levels of management and related to varying time 
intervals. In popular jargon, we need a matrix of measure- 
ments. 


Levels of productivity 


As a cause-and-effect relationship is not always easy to 
trace, it is convenient to examine the productivity of an 
organization at different levels, according to how direct the 
relationship is. For example, it is suggested that the follow- 
ing grouping may prove convenient in many cases: 


First level productivity: direct labour; direct material; 
services with measured output. 

Second level productivity: indirect labour; indirect 
materials; departmental expense; use of plant and 
equipment, (also productivity of capital equipment); 
use of working capital. 

Third level productivity: distribution (physical as- 
pects), e.g., transport; marketing; administration expen- 
ses: group I (i.e., those of a routine nature susceptible to 
measurement). 

Fourth level productivity: administration expenses: 
group 2 (i.e., those for which a convenient physical yard- 

- stick of output is not available, e.g., the work of the 
managing director); research and development (needs to 
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be analysed and possibly different treatment accorded 
to the various groups of ‘research and development’ 
activity). 


In the case of a business enterprise the third level items 
include marketing, while a fourth level is needed to cover 
the remaining administration expenses: i.e., those for which 
a convenient physical yardstick of output is not available. 


Labour productivity (direct) 


In the case of labour, more efficient utilization will: 


(x) enable a general saving to be made arising from the 
benefits of increased productivity; and 


(2) create a saving in those services or expenses which are 
related directly to labour. 


Waste of labour is often attributed to its inefficient 
application or to poor workmanship. However, let us not 
overlook the fact that waste labour can also be caused by 
bad selection, bad training, bad design, bad methods, bad 
planning and bad facilities. 

By ‘productivity of labour’ is meant the connection 
between time spent by an individual (or small group) and 
the work produced. Where work studies have resulted in 
standard minute values being prepared, one can show the 
number of standard minutes produced per hour of ‘clock’ 
time. This is a well-known and widely used concept of 
great practical value where it can be applied. The time 
span is usually short: daily, weekly, monthly (on a four-week 
basis). Figures may also be calculated on an annual basis. 
The measurements may relate to purely manual work or ` 
they may take into account the output from machinery 
controlled bv the operators. i 


Labour productivity (indirect) 


As mechanization and automation increase, the distinction 
between direct and indirect labour becomes less distinct. 
For convenience, let it be granted that direct labour relates 
to those persons without whose actions the production of a 
product or service would stop, whether they themselves are 
performing manual work, with or without tools, using a 
machine or operating some automatic machine tool or 
rocess. 

Indirect labour may fall under one or more of the follow- 

ing headings: 


(1) Assisting direct workers at or near to the point where 
the product or service is created; such indirect 
workers are sometimes referred to as ‘related in- 
directs’, because their duties are related closely to the 
work cf one or more direct workers. The efforts of 
the related indirect workers will be reflected in the 
productivity of the direct workers. 


(2) Bringing material etc., to the direct workers or remov- 
ing it. Sometimes such workers may be closely related 
to a particular group of direct workers; sometimes 
they may service many sections, e.g., crane drivers. 


(3) Handling material and work in progress in general; 
not particularly related to any one or more direct 
workers. 


(4) Checking or inspecting the work which has been dene. 
(5) Supervising or managing the work of others. 


(6) Technical staff not primarily engaged on supervisory 
work; e.g., machine setters. | 
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(7) Specialized staff carrying out some service such as 
repairs and maintenance. e 


(8) Clerical staff. 


Types of measurement 


Some indirect workers may be grouped with -elated direct 
workers whose output is taken as a measure of productivity 
both of themselves and of the related indirect workers. 

For some, there may be a convenient measurement of 
work achieved, e.g., tons of material handled; ton-miles 
hauled; number of items dealt with; number of ‘orms 
received and dealt with (e.g., stores issue nezes). In other 
cases, €.g., inspection, the quantity dealt with com >ined 
with a check on the percentage of defects found may be of 
service. 

At some stage one may have to fell back on less specific 
modes of assessment, such as: 

(x1) The incidence of the expense (eg, supervisicn) in 

relation to the good work produced by zhe personnel 
controlled, 


(2) Various ratios connecting the expense item (e.g., 
foremen’s wages) with some factor under the pe-son’s 
jurisdiction; e.g., supervisory wages as 2 percentage of 
direct wages; or as a cost per direct hour worked. 

(3) The expense actually incurred compared with the 
expense budgeted to be incurred for the level of 
output actually achieved. 


Productivity of material 


Local authorities make use of many kinds of material and 
it is naturally important to avoid waste. Whenever practic- 
able, budgets and standards should be calculated sə that 
the yield will be revealed. Circumstances vary greatly; in 
some cases the quantities and cost involvec may be sub- 
stantial, while in other cases there may be little to ccntrol. 
Common sense will indicate whether it is worth providing 
detailed measurements of the productivity in the use of 
materials. 

Lez us suppose that in a particular case one can calculate 
material quantity and price standards. Using simple figures, 
one might produce a table such as the following: 


TABLE 1 MATERIAL ; 
Star.dard 
Actual Standard to atual 
£ E per cent 
Year 1 600 549 co 
Year 2 800 733 c2 


Thus, of the cost of material used in year 1, some go per 
cent was put to good use, In year 2, the percertage had risen 
to g2 per cent. The latter figure is 192-2 per cent of 90 per 
cent, so one may say that the materials productivity achieve- 
ment has increased by some 2 per cent in year 2. 

Assuming that standards for the work tim2 needed have 
been worked out, we should be abie to prepare a table on 
the following lines: 


TABLE 2 LABOUR 
Standard 
Actual Stanoard to actual 
E £ per cent 
Yaar 1 400 380 95-0 
Year 2 480 450 9&7 





E 


E 
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The second year’s ratio is only 98-6 per. cent of the first 
ratio, so one may say that the productivity achievement of 
labour has fallen in the second year. 

Using the information in Tables 1 and 2, we may now 
construct Table 3, as follows: 


TABLE 3 
LABOUR AND MATERIAL 
Standard 
Actual Standard to actual 
£ £ per cent 
Year] . 
Material 600 540 90-0 
Labour 400 380 95-0 
£1,000 £920 92-0 
Year 2 £ £ 
Material 800 736 92-0 
Labour 480 450 93-7 
£1,280 £1,186 92-7 


ha 


aeea 


ae) 


In year 1 the ratio of standard cost of good work done 
(lzbour and material only) was 92 per cent of the input of 
these factors. 

In year 2 the ratio had increased to 92-7 per cent. 

Hence: 92-7 as a percentage of 92-0 gives 100°8 per cent, 
from which we may say that the productivity achievement 
was better by about o-8 per cent in year 2. 


Capacity utilization 


We now come to a vitally important matter, namely, the 
use of the capacity installed in all kinds of department and 
activity. The importance of this matter was underlined by 
Lord Peddie at last year’s conference when he said: ` 
‘I was recently involved in the examination of an im- 
portant industry that had spent millions of pounds on new 
technical equipment over the past few years which had 
, given them a productive capacity far in excess of sales. 
For some years that industry will not show an adequate 
return, and will be under-employed. There had been 
vigorous technical development, but forecasting and the 
overall policy of management was inadequate, and the 
result was waste.’ - 
The installation of machines and equipment and the 
related buildings withdraws resources from the scarce pool 
available to the nation, so it is imperative that fruitful use 
should be made of capacity allocated to particular purposes. 
It may be said of a man that ‘he has a great capacity for 
getting things done’. Perhaps it would be more exact to 
say that ‘he had great ability in using the capacity with 
which nature had endowed him’. In other words, we have 
two factors with which to deal: 


(1) facilities with which things can be done; 
(2) ability to use these facilities fully. 


How can we measure the facilities with which things can 
be done? 


Time to be worked. — Many charges are related to a total 
figure for a year — e.g., annual rent, or the depreciation of a 
machine — so that one of the first points to be settled is the 
number of hours for which a given plant or machine will be 
available to operate in the course of a year. 


Material throughput. — It is not unusual to read that this 


or that chemical company is to build a new plant which will 
have a capacity of so many thousand tons of material a year: 
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either the raw material put into the processes, or the output 
in finished goods where they can all be counted sensibly in 
the same unit, e.g., tons. 

Some chemical plants operate contiruously, i.e., on a 
three-shift basis throughout the year, so that in defining 
capacity one should state whether a figure relates to a single 
shift, double shift, or three-shift working, or to any other 
basis. Likewise, the number of days per week has to be 
specified and any customary annual stoppage or other 
breaks, e.g., for holidays or for maintenance or overhaul. 


Machine tools. — The maker of a machine tool will usually 
specify the expected performance of his product, so that 
one may calculate the capacity of the machine as given by 
the supplier. Sometimes, however, the conditions in which 
the machine has to be worked are not so favourable as those 
in the manufacturer’s own premises, so that a lower level 
of capacity may have to be accepted. 

There may be other reductions in the maximum level 
of output; e.g., to allow for normal maintenance or for 
occasional minor stoppage; also for setting up the machine 
or cleaning or adjusting it when changing from one job to 
another. 


Basis for productivity measurement. — Because of the 
pattern of a company’s order book or the demand for some 
service, certain machines may not have a full load of work 
available to them. This means that in budgeting the annual 
cost of operating a machine tool, the level of utilization 
assumed may be lower than the practicable volume of out- 
put achievable. 

So far as productivity measurement is concerned, which 
basis should be adopted? It is suggested that after specifying 
the normal number of hours available for work in a year 
(i.e., whether single or double shift, etc.), one should permit 
a small. reduction for unavoidable stoppages, at which 
point, if the machine could be employed on a single kind of 
work throughout the year, one would achieve the maximum 
possible production from it. At this point we have the full 
capacity. (Note: For establishing standard hourly cost 
rates, a lower figure may have to be accepted.) 


` Groups of machines. — If there are several machines of the 

same type, their total capacity can readily be found by 
adding up the figures for all machines. One may do the 
same for all the tools in a machine shop so as to find the 
total number of capacity hours. There is, however, the 
point that some machines may have a higher hourly cost 
rate (and are probably of greater productive value) than 
other machines. For example: 


TABLE 4 
Machine A Machine B 
_hours hours Total 
Capacity (scaled down) 400 100 200 
Usage in hours SE 80 60 140 
Usage percentage 80 % . 60 9%% 70% 


Suppose now that we find that Machine A has a standard 
hourly cost rate of {1 and that for Machine B is Zo, and 
assuming that the actual usage has resulted in the same 
number of standard hours of work being produced, then: | 
TABLE 5 


Machine A .Mackine 8. Total 
KR: Ss Vd E 
Capacity. 100 900 1,000 
Usage :. i pi SO 540 620 
`” Usage SSES 80% 60% 62% 
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It will be observed that although the capacity usage 
figures for the individual machines have not changed from 
Table 4, the total capacity usage percentage has dropped 
from 70 per cent in Table 4 down to 62 per cent in Table 5. 
This reveals the greater significance of the high-rated 
Machine B. 

As a simple, quickly calculated yardstick of capacity 
usage, the total hours worked compared with the total 
capacity hours may be of some value, particularly where the 
‘product mix’ or kind of work done does not change rapidly 
from one week to the next. Moreover, as an “hour’ 1s an 
‘hour’ from one year to the next, the trend in hour-based 
capacity usaze can be watched year by year. 

‘However, for a more useful indication, it is suggested 
that standard hourly cost rates should be applied so as to 
give due weight to the more expensive kinds of plant arid 
equipment; and for that matter, to the more expensive 
types of labour, e.g., skilled male workers as compared with 
unskilled female workers. 


Reduction of lost time 
Waste time may be of two kinds:- 
(1) non-productive time due to the nature of the process, 
e.g., cleaning; setting; maintaining; 
(2) time lost because of such things as: 
(a) material faults; 
(b) machine faults; 
(c) operator causes; 
(d) organization causes, e.g., no work. 


If the total lost time for a year is known and is converted 
into the equivalent good production, the improvement in 
capacity utilization can be assessed, so also can the potential 
improvement in profits of the company or the reduction 
in the total cost of the operation and the cost of each unit 
of service vrovided. The result may lead to a keener interest 
in the reduction and elimination of lost time. 

Unused and unbalanced capacity-is a severe and often 
concealed drain on productivity; and on everyone’s standard 
of living. It would be rare to find that a determined effort 
could produce no improvement. 


Overall measurements 


After a year’s hard work, the manager of a factory or of some 
service may well feel somewhat irked if he is chided for some 
moderate delivery failure towards the end of the year, 
when he feels quite certain that a greater volume of work — 
and at lower cost — has poured out of the departments under 
his contre]. He seeks to justify the achievements of his 
work people and his staff but seldom finds a brief, simple 
yardstick which can show conclusively what has been 
achieved. 


Productivity achievement method 
One simple approach — though open to criticism — is for 
each year to compare the actual expense incurred with the 
expense which should have been incurred for the output 
achieved. We thus have an assessment each year of how 
well we have done (productivity wise) after changes in 
price levels, wage rates, and methods have been incorporated 
in the basis of the comparison. This means that productivity 
improvements of previous years are incorporated in the 
standards and budgets against which the current year’s 
achievement is assessed. 
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That this method can be criticized is not denied but the 
question really is whether it provides an instrument of use 
to management in stimulating efforts to achieve the 
productivity target for the year. The method can be applied 
for the whole factory or service or for any part thereof. A 


defect is that comparisons with PS years may rot be 
valid. 


Weighted index method 


The difficulty in comparing one year with another — or 
with a series of preceding years — is that circumstances 
change; wage rates may have gone up; methods may have 
been improved; old machines may have been replaced by 
new cnes; some manual operations may have been mechan- 
ized; and so on. Let us examine a method which may 
overcome these difficulties. 


Take first the materials yield: 


Materials yield: Per cent 
Year 1 DN e D ba 90 
Year2 .. Ve ! vg 93 


Improvement i is 3:33 








Now examine the direct labour productivity: 


Operative performance (Le, output per hour over the year) 
Year 1 SW WW 8) units of work 
Year2 .. Sai as Ge 85 ,, ay 

Improvement is 5°25 per cent 








Thirdly, bring into account the use of facilities (capacity 
usage): 


Fer cent 
Yaar 1 ag D gi es 72 
Yaar2.... 2A ; 73 


Improvement i is 333 








How can we combine these several yardsticks: The 
method suggested is to give effect to the different percentage 
improvements by weighting them according to the amount 
of money involved in each factor. For example, suppose that 
in year 2 the expense involved — at standard rates — is as 
follows: 


Lal 


Í 

Materials 960 
Direct labour .. 640 
Capacity costs 40 
£2.000 








Let us now apply the percentage improvements achieved 
during year 2 to the cost figures shown above: 


£ £ 
Materials . 3°33 per cent on 960 = 320 
Direct labour . 625 per centon 640 = 400 
Caracity costs . 8:33 per centon 400 = 33:3 








£2,000 =105:3 














The improvement of the three factors when expressed 
in money terms comes to £ 105:3, which works out as 5+ per 
cent improvement in productivity. This measure can be 
extended and refined in a variety of ways, if justified by its 
velue to management at all levels. 


Profit centres 


In a paper prepared for a conference of those working in 
local authorities, it may at first seem strange to use the 
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term ‘profit centres’. It is, however, done intentionally with ` 
the suggestion that wherever possible the actiyities of local 
authorities should be segregated into service units for which 
a profit and loss account and balance sheet can be prepared. 
For some activities, it may appear manifestly impossible; 
in others, possible but impracticable. Nevertheless, an 
examination of each activity to discover how far one can 
travel along the avenue proposed may well lead to a bene- 
ficial change in the approach to propiems of raising pro- 
ductivity. 

Where budgets and standards have been created so that 
the standard cost of some service can be stated, one could 
‘create’ the possibility of showing a profit on the service, 
by allowing a uniform ‘mark-up’ on the standard cost of 
the amount of the service actually supplied, say, 15 per cent 
added to the standard cost. Out of this balance would have 
to come any excess costs (net of savings), leaving, one hopes, 
a balance of ‘profit’ for the year (or shorter period). 

The now conventional formula for measuring return on 
investment could be utilized; Le: 


Return 01 


e Profit 
finance = ——————- = 
tied up Investment 
Profit Volume of service at 


~ Volume of service at Standard cost-+ mark-up 
standard cost-++ mark-up Investment 


It should be noted that the final fraction (volume of 
service/investment) is a measure of capacity utilization 
and can be worked out for almost any section of any 
department where an output figure can be calculated and 
there is money invested in equipment or otherwise; 
e.g., volume of assessmenis issued in relation to money tied 
up in equipment needed. Sometimes, the money tied up 
will not involve capital equipment, but merely working 
capital such as stocks oC various kinds. The volume of 
service may be in terms of quantity, or cost, or value, 
depending on circumstances. 

Some value may also be obtained by making a ‘model’ 
of a given kind of activity and then simulating the results 
under different conditions of demand for the service and 
other variable factors. Same such approach should surely 
be our aim, for as Lord Peddie, pointed out at the 1967 
conference: | 


‘ “Local authorities sre big business”. Something like 
£3,650 million of revenue expenditure passed through your 
hands in 1966-67 — more than Io per cent of the gross 
national product. 

“There was a further £1,250 million of capital expendi- 
ture, 

‘Local DEE employ 750,000 people — equal to six 
ICIs put together.’ 


So, as local authorities are big business, surely they 
should be run on business lines. Let us add — the “best of 
business lines’, for all is not perfect in the business world. 
But where it is not so the companies eventually go into 
liquidation and the shareholders lose their money. Though 
this is not the case with a local authority, does any excess 
cost merely increase nex: year’s rates? Do the ratepayers 
always get (to use Lord Peddie’s words) ‘top.value for their 
money? . 

For those activities which may not be susceptible to the 
profit-and-loss approach, perhaps the procedures known as 
cost-benefit analysis would yield some useful results. . 
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But is it Ethical? 


6. The Accountant not in 
Practice 


CONTRIBUTED 


This series of articles is based on the author's under- 
standing of the usages of the profession as a whole and 
does not relate exclusively to any particular professional 
body. The opinions expressed are those of the author, 
and would not necessarily be endorsed by the governing 
bodies of the profession in a particular case. 


Ro commencing to examine the particular 
ethical problems of the accountant not in practice, 
it may be helpful to consider what, in fact, constitutes 
‘practice’. Most members of the profession have had 
the experience of being asked to prepare or to audit 
the accounts of the local tennis club, girl guide com- 
pany or operatic society, or to assist Aunt Jane with her 
tax problems — possibly at a fee, though more often 
not — and some may wonder whether they are able to 
accept such commitments without being liable for 
registration as practising members, particularly as the 
official view tends to regard ‘practice’ as including a 
part-time practice. 

The essential distinguishing characteristic of a 
practising accountant — or as he is sometimes de- 
scribed, a “public accountant’ ~ is surely that his pro- 
fessional services are available to the community at 
large: in other words, that he is prepared to accept 
professional business from this source in the event of 
it being offered to him. He is not, of course, permitted 
to advertise to that effect; nor is it possible (as is 
also the case with partners, or company promoters} 
to give a categorical and exhaustive list of actions. that 
may establish or negative the fact of ‘practice’. Certain 
actions would, however, be regarded as strongly per- 
suasive — for instance, the use of headed stationery, or a 
doorplate incorporating his professional designation, 
or the addition of other words to his own name so 
as to constitute a distinctive practising style or title. 

An accountant would not therefore normally be 
regarded as ‘in practice’ by reason only of acting in a 
professional capacity for a small number of clients (as 
on a family or social basis), provided that he did not, 
Previous articles in the series have appeared as follows: ‘On Fees’, 
August roth issue; ‘On Gaining and Losing Clients’, August 31st 
issue; “On Publicity’, September 21st issue; ‘On Consultancy’, 
October rath i issue; ‘Civil and Criminal Offences’, November and 
issue, .. ; Ss WE: To y o 
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by his actions, hold himself out as willing to accept 
instructions from the public at large. The number of 
clients involved and the presence or absence of re- 
muneration are not, in themselves, conclusive factors. 
Incidentally, most if not all societies of accountants 
require their members to register the fact of com- 
mencing to practise and (particularly where differential 
scales of subscription are involved) it may be regarded 
as discreditable conduct not to comply with the rule. 


Professional obligations continue 


We are long past the time when the accountant 
employed in industry or commerce was regarded as a 
second-class citizen who had ‘left the profession’; 
and considering that five out of every six members of 
the recognized bodies of accountants are now recorded 
as not in practice, the amount of published material 
relating to their particular problems is small indeed. 
Readers are, however, referred to the report of one 
of the annual business sessions of The Institute of 
Chartered Accountants in England and Wales on 
‘Professional Ethics for Members in Commerce and 
Industry’, which appeared in The Accountant of May 
16th, 1954; and to “The Legal and Ethical Responsi- 
bilities cf the Accountant not in Public Practice’, by 
C. W. Andersen, this being a reprint of the 1964 
Arthur Capper Moore Memorial Lecture which 
appeared in The Australian Accountant for November 
1964. Both of these sources called for some official 
guidance to be given to accountants in commerce and 
industry on their ethical responsibilities. A passage 
from the latter is worth quoting in full: 

‘Rules of professional conduct are voluntarily assumed 
as an obligation over and above the requirements of the 
law. They are an essential element. of organized co- 
operation and constitute the major characteristic which 
distinguishes a profession from a trade or other calling. 
They recognize the acceptance of the social responsi- 
bility inherent in an occupation endowed with public 
interest.’ 

There is certainly no necessity to confine the 
application of these words to the accountant in public 
practice. 

The first duty of any emiployee is to do the job for 
which he is paid but this truism is far from adequate 
tc express the responsibilities of the qualified account- 
ant in salaried employment. He does not leave his 
conscience behind him when he goes into industry; he 
is still a member of a professional organization and he 
has a duty to maintain its good standing in the eyes of 
other parties besides his employer — for example, the 
auditor, the Inland Revenue and the general public. 


Obligations of employment 


First, in his relations with his employer the obligations 
of the qualified accountant far transcend those of the 
ordinary employee. His absolute integrity is, of course, 
assumed. He will be expected to observe strict con- 
fidence, not only as regards the non-disclosure. of 
information to other persons, but also in refraining 
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from turning confidential material to his own ad- 
vantage. (To take a very elementary example, a private 
speculation in the company’s shares on the strength 
cf his own advance knowledge of the course of the year’s 
results would be wholly inconsistent witt the accepted 
standards of the profession and might, indeed, merit 
disciplinary action.) He is likewise uncer a duty to 
preserve his professional objectivity ard not to be 
influenced by personal prejudices in the presentation of 
material. These are amongst the qualities which should 
distinguish the professionally-trained accountant from 
the competent book-keeper. 

In such circumstances his salary cannot be regarded 
as the reward for so many hours’ labour, but rather as a 
retainer for the first call upon the whole of his pro- 
fessional abilities. It is perhaps the acccuntant not in 
practice, rather than the practitioner, who tends to lose 
touch with current trends in professional thought and 
to decline into keeping things going as they have 
always been done; but the accountant who feils in this 
way to keep his ideas and methods «1p to date is 
lacking in his duty not only directly towards his 
employers, but also indirectly towards shareholders 
and other third parties who will ultimately rely on 
his accounts. The following passage is taken from 
Fitzgerald’s Form and Content of Financial Statements, 
third edition, at page 76 (Butterworths, 1963): 


‘It would be difficult, if not impossible, to ensure that 
legislation should keep pace with the rapid develooments 
in the art of presentation of statements and no legis- 
lative prescription, however detatled, could cover all 
aspects of disclosure in published statements... . 
Voluntary acceptance by the accounting profession and 
by company directors of the moral obligation to seek 
continuous and cumulative improvements in form and 
contents of published statements is likely to be much 
more successful than attempts to’ impose detailed 
standards by law.’ 


Although the various societies of accountants have 
avoided taking any action of a kind which might be 
interpreted as attempting to dictate conditions of 
employment, nevertheless it should be possible for 
certain terms to be implied in a members contract in 
the great majority of cases. The accountant not in 
practice places his professional skill but not his pro- 
fessional integrity at the disposal of kis employers; 
and he should not be put in the posit.on of ‘ending 
or appearing to lend his name and reputation to repre- 
sentations of fact which to his own knowledge are 
unlikely to be fulfilled. 

It would, for example, be wholly unreasonable to 
expect a member employed by a company in a state of 
financial stringency to use his own name ard pro- 
fessional title in writing delaying letters to impor- 
tunate creditors; and,.ideally, it should be no more 
possible for the employer of a member not in practice 
than for clients of practising members to find qualified 
accountants who are prepared to sign things to order. 


For the most part, the good sense of zhe accountant. 


and his colleagues can be relied upon to prevent 
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legitimate differences of opinion being inflated into.a 
fundamental issue of conscience, but the accountant 
who finds himself unable to. function. effectively 
within the policy laid down by his board of directors 
has his own ultimate remedy. 

In the course of ba address to the 1964 annual 
business ‘sessions of The Institute of Chartered 
Accountants in England and Wales already. referred 
to, Mr C. Croxton-Smith, M.A., LL.B., F.C.A. — now the 
Institute’s Vice-President — observed that the duty of 
communicating with a predecessor was not necessarily 
confined to practising members. This is perhaps a 
counsel of perfection. There have undoubtedly been 
cases in which members not in practice would have 
welcomed the possibility of such contact but unfortu- 
nately no effective machinery for achieving it exists 
at the present time and the specific obligation to 
communicate is enforced by the governing bodies only 
in cases of a change ir a professional appointment. 

At the same time a member need have no hesitation 
in communicating his reasons for declining or re- 
signing from a particular appointment to his own 
professional society, including any local group or 
district organization of it to which he may belong, or to 
the particular executive staff selection agency through 
which he may have been. introduced. It is suggested 
that such a communication ‘would ‘enjoy qualified 
privilege if made factually and without malice. 


Relations with the auditor. 


The relationship between the accountant in commerce 
or industry and the cornpany’s auditors is an interesting 
one and of potential delicacy. Unlike the auditor, 
the internal chief accountant has no specific powers or 
obligations imposed upon him by the Companies 
Acts; normally it may be expected that a spirit of 
friendly co-operation and mutual respect will prevail 
between auditor and accountant, but it must be re- 
membered that (within the lines of policy laid down 
by the directors) it is the responsibility of the account- 
ant, and not of the auditor, to prepare and present the 
accounts. It follows that if there should arise a difference 
of professional opinion which cannot be resolved in 
discussion, the accountant must have the courage of 
his convictions, leaving the auditor to make what 
reservations he thinks fit in his report. 

Some directors, particularly of companies publicly 
quoted, are reluctant to risk a qualified audit report; 
but it may be assumed that neither accountant nor 
auditor would willingly risk or make a:qualification on a 
trivial issue, and where a major point of principle is 
involved there is a most obvious obligation upon the 
accountant to ensure that his directors are fully 
informed. It must be accepted that a qualified report 
in such circumstances involves no imputation EE 
anyone’s competence or integrity. 

During the detail work of the audit the accountant 
should regard it as a normal professional courtesy to. 
a colleague, as well as a part of his duty to his employer, 
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to ease the path of the auditor. This is not only a 
matter of ensuring that books are balanced, schedules 
and draft accounts prepared and vouchers readily 
available: subordinate staff are quick to ape the at- 
titudes of their seniors and it is very noticeable that 
audit clerks are received as friendly visitcrs in some 
offices and a legalized nuisance in others. At its lowest 
level, any hindrance to- the smooth prog-ess of the 
audit means idle. time and: increased fees. 

To. digress for a moment — where auditors have found 
it necessary to undertake a material amount of work 
in amending and improving the company’s records, 
additional to the audit stricto sensu, the disclosure 
provisions of the Companies Acts constitute a temp- 
tation to render two separate fees, one foz the audit 
(which must be disclosed) and the other for additional 
accountancy and taxation work (which need not). 
It is surely up to the qualified accountant in commerce 
or industry to ensure that justification for this split 
charge should not arise. 

Whilst the accountant can never be party to the 
wilful concealment of information from the auditor, 
equally it 1s not for him to act as an informer to the 
auditor, or to suggest directions in which the latter 
might most usefully pursue his inquiries. The audi- 
tor’s statutory responsibility cannot be skared, and 
the nature of his examination and the terms of his 
report are matters entirely for his own discretion. 
It is fundamentally improper for the accountant to 
seek to enlist the support of the auditor in any dispute 
with his own directors; he is unlikely ta earn the 
respect of either party by so doing and if tne dispute 
has a material effect upon the accounts the pre- 
sumption is that the auditor will learn of it anyway. 

If the accountant finds himself irreconcilably at 
odds with his ditectors, he should ask Limself (if 
necessary, with the assistance of his professior.al society) 
first, whether his own view is necessarily the only 
tenable | one; and secondly, whether the issue is 
sufficiently grave to justify him in considering his 
resignation. The professional conscience af the ac- 
countant not in practice is no less tender than that of 
the practitioner but the penalties of conscier.ce can be 


far heavier: to take a firm line on a point of principle - 


may cost the latter a client and the former his whole 
livelihood. 


Relations with the Inland ‘Revenue 


It is in his relations with the Inland Revenue, even 
more than with the auditor, that the accountant not 


in practice may find himself under unacceptable ` 


pressure from his employers to distort or suppress 
material information. The line between evasion and 


avoidance is sometimes a little too finely drawn to be 


perceived, much less accepted, by the layman; 

but the line is there, and the accountant transgresses 
it at his peril. Inspectors of Taxes and accountants, in 
practice or not, share the responsibility. of making the 
‘law work as-it exists, rather than seeking tc circum- 
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vent it, and a satisfactory working relationship with the 
Inland Revenue will pay its own dividends — not 
perhaps in unofficial concessions but certainly in the 
economy of some quite highly-paid time. 

On the other hand, attempts to secure a ais 
advantage are unlikely to benefit the accountant, his 
employers or his profession, and any involvement in 
penalty proceedings at the suit of the Inland Revenue 
would inevitably constitute a prima facie ground for 
disciplinary action. Most accountants are already 
aware that penalties may be imposed, not only for 
concurrence in delivering a false document to the 
Inland Revenue but also (under section 47 (3) of the 
Finance Act 1960) for failure to -rectify innocent 
error within a reasonable time. 


Unlawful acts: the duty of confidence 


It goes without saying that no member of any recog- 
nized society of accountants may concur in or con- 
nive at the commission of a criminal offence. Although 
addressed principally to ‘unlawful acts by. chents of 
members’ (author’s italics), the statement of the Council 
of ‘The Institute of Chartered Accountants in England 
and Wales, first issued in 1957 and recently revised 
in the light of changes in the law, includes much that 
is cf equal application to the accountant in salaried 
employment. Save in the particular and compara- 
tively rare case of treason, he would be under no 
obligation to inform against his employer; but there 
appears to be no reason in law to prevent an account- 
ant not in practice from being proceeded against, if the 
circumstances warrant it, e.g. for impeding the prose- 
cution of an arrestable offence, or for various categories 
of obtaining pecuniary advantage by deception for 
himself or another contrary to the Theft Act 1968. 
It will be recalled that this latter statute has extended 
the circumstances in which offices of bodies corporate 
or unincorporated may be proceeded against, alter- 
natively or additionally to proceedings against the 
body itself. 

It is submitted that the accountant not in practice 
does not have the same independent discretion as the 
practitioner to decide for himself whether in all the 
circumstances of the particular case he is contract- 
ually free, although not obliged, to break his duty of 
confidence. This duty endures throughout the em- 
ployment, and ‘to some extent possibly after the 
employment has been terminated, so that the account- 
ant is not free to discuss his employer’s affairs unless 
there is a clear and overriding statutory authority. 

Should the company be in liquidation, the liquidator 
is invested with all the powers of the directors and has 
authority to represent the company accordingly. He ts 
not z third party and is entitled to the full co-operation 
of the company’s staff without any question of a 
breach of confidence arising. 

‘It is hoped to deal in a subsequent article with the 
question of inconsistent SE and Ge 
employments. 
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Green Fingers in the Boardroom 


“HE last five years or so have seen the giadual acceptarice 

‘of discounted cash: flow in the UK as the correct 
technique to use in capital investment appraisal. This 
technique originated shortly after the war in the United 
States, and was used in Britain mainly by ‘subsidiaries of 
American companies, although there were one >r two 
British companies (such as Courtaulds and RTZ) who 
developed the technique independenily. 

The rate of acceptance, slow at first, has recently 
been very rapid. Little more (han two or three years ago 
the technique was still regarded by many as being ‘a 
tancy bit of- figuring’. However, once the larger firms were 
converted, the spread to the medium and smaller firms was 
swift. If therefore DCF is no longer new, what thea ist . 

In America at-the present time’ decision-making, based 
on a decision-tree type of analysis, is being taught fairly 
comprehensively in the business schools and is gradually 
coming into use in boardrooms as a practical techn:que for 
making viable business decisions. By way af illustrztion let 
us consider a simple examplet. 

Suppose I am the owner of a cne-man company which 
has a short-term option on a piece of land in Northumber- 
land. Oil in commercial quantities has been found all 
around this general area. In the limited time I have available 
there are, practically speaking, only two possible courses of 
action: (1) to test-drill in.what seems a suitable place; or 
(2) to run a seismic test over my land. Based on the results of 
test-drills in neighbouring areas, it seems that I have around 
a 73 per cent chance of striking ail if I test-drill in a likely 


place. If a seismic test is made I can be practically 100 per 


cent certain of finding oil somewhere in mv patch. But not 
having any resources to exploit the discovery of oi: I shall 
certainly sell my rights, if oil is definitely found, tc a large 
oil company, and in fact this oil company has offered a flat 
£100,000 for these rights. So what should I do? Have a 
seismic test which will cost an estimated 15,000, or drill 


' straight away? Set out in decision-tree form the problem 


appears as in Fig. Í; 


CASH FLOW 
100,000 





(£100, 000-215,000:) 


£85,000 


~ 


B DECISION POINT O CHANCE EVENT 


~ 


1 An article by John S. -Hammond III entitled ‘Better decisions 
with preference theory’ in Harvard Business Keview, November/ 
December 1967, discussed in detail.a more comprehensive case, 


to 


If a seismic test is taken, I am virtually sure to find oil 
which will bring in the {100,000. As {£15,000 will haye 
been paid out on the test, I shall have netted £85,000 
certain. 

If I do not take the test, there is a three-quarter chance 
that I shall find oil in any case and get the £ 100,000. The 
mathematical value of this (usually called “expected value’) 
is $x £100,000=£75,000. There is a one-quarter chance 
that no oil will be found and I should then get nothing. 
The total expected value of the don’t-take-the-test decision 
is, therefore, £'75,0007-o=£75,000. Since £85,000 is 
greater than £75,000 the choice is easy: I must take the 
test. 

Probably no knowledge of decision-tree analysis 1s 
necessary in this particular case to arrive at this obviously 
sensible conclusion. But what is the position if, for purposes 
of exposition, we alter the odds a little. Suppose we may be 
confident that the chance of finding oil, even if we do not 
take the seismic test, is much better than three-quarters — 
in fact, about nine-tenths. What conclusion does decision- 
tree analysis give then? The net benefit, if it is decided to 
take the test, remains unaltered at {£100,000—{15,000= 
£85,000. The net benefit, in deciding against the test, 
however, is now d x{100,000-+0={90,000. On a strict 
mathematical basis therefore, one should decide not to 


. take the test with these altered odds. - R 


This decision is not, however, so easy to reconcile with 
any normal practical assessment of the situation. Most 
people would probably argue something like this: although 
the chance of getting nothing is small (one-tenth, in fact), 
it just isn’t worth while taking the chance when one can be 
sure of a substantial sum (£85,000) for certain. How, then, 
can game-tree analysis {to give it. the proper term) 
reflect this common-sense view, or— put the other way 
round — if decision theory cannot arrive at the obvious 


practical answer in this simple’ case, then, a fortiori, why 


should one rely on it when the analysis i is involved and 


‘complex? 


Clearly the strict mathematical odds do not express one’s 
true preference. A method is needed to put into quantitative 


form one’s real feelings on risk. Such feelings will, of 


course, vary from person to person. How i is it possible to 
go about determining them? ` 
Suppose one goes in for one of the top commercial. TV. 


games, in which, at any stage, one may either continue 


or stop, and the ‘cash prizes get higher and higher. Let us 


say. that one has arrived at the position where one may 
. either.take the money, already won, or go on for the jackpot 


of (say).£100,000 which is available'in one of the two boxes 


_presented. If the wrong box is chosen, oné gets nothing. 
-The odds of getting the jackpot are obviously 50/50 (ie. 
4 as a fraction). On a strict mathematical basis one should 
. take the chance if the money already won is {50,000 or. less. 
„But in real life a.sum of, perhaps, £20,000 certain is 
probably enought of as. being eer to. a half chance pf 
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£100,000. On a graph. (Fig.:2) with money values plotted 
against preference, this will be indicated by the point A. 
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Two other points must lie on the preference curve. The 
origin O must certainly do so, since the money value of no 
chance at all of £100,000 is obviously nil. Similarly the 
value of {10c,000 absolutely certain is precisely £100,000, 
so the point Q must be on it, too. The illustrated preference 
curve has been drawn through the points OAQ only, but 
theoretically other preference points should also be put in. 
In practice, these three will usually give a good indication 
of the curve. 


The strict mathematical preference ‘curve’ is obviously 
the straight line OQ (it is this line which effectively was used 
in the earlier oil drill example). But the conservative 
preference curve OAQ more truly reflects. real life prefer- 
ences and it is this one, therefore, which should be used in 
decision-tree analysis. Conceptually, the use of a ‘personal’ 
preference curve such as this, as a ‘substitute for the 
entrepreneurial preference curve of the firm, is not correct. 
But since we are here dealing with a one-man firm, the 
difference is probably not very great. 


Corresponding to the nine-tenths chance on the prefer- 
ence curve (point B), there is now a money value of around 
£65,000. The real value of a nine-tenths chance of £100,000 
is, therefore, £65,000 and not {90,000, a net benefit 
which is less than the net benefit of £85,000. Game-tree 
analysis now properly predicts the (in this simple case) 
obviously sensible conclusion that one still ought to take 
the test. 


Netherlands Accountants’ Conference 


Im Rotterdam 


HE Nederlands Instituut van Registeraccountants held 

its second Accountants’ Day conference last month in 
Rotterdam and thus followed the custom so long maintained 
by its founders, the Nederlands Instituut van Accountants. 
The conference was in fact described as the 51st Account- 
ants’ Day. 

Mr A. F. Tempelaar, last President of the former 
Institute and the first President of the new Institute of 
Registeraccountants, presided, and the opening session in 
‘de Doelen’ was attended’ by seven members of Parliament 
of the First and Second Chambers of the States-General, 
among their number being Mr D. C. Boertien, who will be 
` remembered by many accountants as Assistant-Secretary 
to the International Congress of Accountants in Amsterdam 
in 1957. 

Eight hundred members of the new Netherlands 
Institute were present, together with representatives of the 
profession from Belgium, France, Germany, Great Britain, 
Italy, Jugoslavia, Luxembourg, Norway, Sweden, Switzer- 
land, Canada and the United States of America. From 
Great Britain were the Presidents and Secretaries of the 
English and Scottish Institutes of Chartered Accountants 
and of The Association of Certified and Corporate Account- 
ants. The American representatives included Mr Louis M. 


Kessler. a member of the Council of the American Institute 


of Certified Public Accountants and of the Institute’s 
Accounting Principles Board. Jugoslav representatives 
attended far the first time. 

The first paper on ‘Company law in the European 
Economic Community’ was given by Professor P. Sanders, 
of Rotterdam Economic University, who has presided over 
a European Committee on this subject. He stated that it 
was not only a question of harmonizing the differing com- 
pany legislation of the six countries but of creating a con- 
ception of a European company for the European Economic 
Community. In harmonizing company law in the six 
countries, Professor Sanders took the view that it would be 
sufficient to have a similarity of the main principles of 
legislation, without having unification in detail. Professor 
Meester J. W. M, Maeijer, of the Catholic University of 
Nijmegen, took an opposing view, that Dutch legislation 
should have adjustments to meet developments in social 
and economic relationships. 

The paper of professional accounting interest was pre- 
sented by Mr P. C. Louwers, chief internal auditor of 
Philips Glceilampenfabrieken, who spoke on “The internal 
auditor in international perspective’. In the steps of his pre- 
decessor, Professor Goudeket, he took the view that an 
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internal auditor as a professional accountant has his own: 


form of independence and should not be restricted to 
making reports to his own employers. In this he asked that 
the strict ethical rules of the Netherlands Institute should 
be relaxed, but subsequent speakers in the debate wished 
the ethical rules so long established to be maintained. 


PRESIDENT'S ADDRESS 


In his opening address, Mr A. F. Tempelaar said that 
since the previous Accountants’ Day in November 1967, 
the building-up of the new professional body, the Neder- 
lands Instituut van Registeraccountants, had made further 
progress. - 

At present there were 2,712 members; but there were no 
longer assistant-members as was previously the case with 
the Nederlands Instituut van Accountants. In the new 
situation, under public law, the right to sit for an account- 
ancy examination was no longer linked with being regis- 
tered as an assistant. In the last year 115 students passed 
the final examination. Of these, 22°6 per cent had had 
post-doctoral training at a university or colege, while the 
other successful candidates had followed the Institute’s 
courses. 

In recent years the number of students following the 
Institute’s courses had strongly increased and Ge number 
of subscribers for the courses to be given in the study-year 
1968-69 had reached a record of 6,238. The number of 
examination candidates in the year 1967-68 increased to a 
record of 3,765. 

Mr Tempelaar went on to say that the many ettainments 
expected from an accountant for the proper execution of 
his work, and the high level of expertise required in the 
whole field of professional practice, were the reasons why 
accountancy was a long and hard course of study. It should 
also be recognized that the new developments in the 
organization of business enterprises and, in particular, in 
the character of the managerial problems, as well as the 
astonishing progress in the field of electronic data process- 
ing, necessitated a continual adaptation of the educational 
curricula. The continuing confrontation between current 
developments and education, affecting both university and 
non-university training, did not make life easier for those 
who managed these forms of education, whose efforts were 
aimed at releasing the current tension between the pro- 
ficiency requirements on the one hand, and the striving for 
a shorter period of study on the other. l 


Need for spiritual renaissance 


The necessity of a mental adaptation to changinz means 
and systems was a universal problem. For many millions 
prosperity had grown into a tangible concept which gave 
rise to ever new outlooks and desires. At the same time 
experience showed that increasing material prosperity was 
not supported by adequate mental adaptations. From what- 
ever philosophy of life one approached the current develop- 
ments, it was undeniable that there was an appreciable 
lagging behind in spiritual education which would have to 
be diminished at any cost in order to create a liveable world, 
not only for the privileged peoples, but for everyone. A 
spiritual renaissance made an appeal to each persor. accord- 
ing to the talents given him and the beginning of wisdom 
was to be derived from one’s nearest circles and or.e’s daily 
activities. For this reason, said Mr Tempelzar, he had 
taken the opportunity of the-Accouniants’ Day jor dwelling 
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for 2 while upon a more universal approach, the duty of 
giving, both as human beings and as professional people. 


Legislation for annual accounts 


In May this year the Minister of Justice placed before 
Parliament the Bill on the Annual Accounts of Enterprises. 
As you know, said Mr Tempelaar, this Bill was based on 
the preliminary draft prepared by the Verdam Committee 
and published in the course of 1964. Generally, the purport 
and framework of this draft were then well received, 
although naturally there were some reservations. The 
accountancy profession expressed its views in a memo- 
randum to the Minister of Justice and it was gratifying that 
effect had been given in the present Bill to various observa- 
tions made in that memorandum. 

The Council of the Nederlands Instituut held the view 
that the Bill was an able achievement and that it gave a 
valuable presentation of the current opinions on annual 
reporting. It was a pleasure for the Council to note that, in 
the memorandum to the Bill, the Minister of Justice had 
expressed his gratitude towards the three consultants who 
assisted him with their practical advice. Two of them were 
registered accountants — Mr Bakkenist and Mr Kraayenhof 
— and the third consultant was one of the principal speakers 
at the present conference, Prof. P. Sanders. ` 

The statutory obligation of having annual accounts 
audited by a registered accountant could be considered to 
be the logical conclusion of this legislation. This provision 
embodied a statutory ratification of what, on a voluntary 
basis, had developed during many decades from the 
requirements of business life. Although this was self- 
evident, it would not be interpreted by the profession as an. 
invitation to conceit, but as a stimulus to a strengthening 
of this valuable activity. This recognition of professional 
initiative legally based on the proficiency requirements in 
the Registered Accountants Act, must stay founded on 
professional expertise in accounting control and auditing, 
as well as in the adjacent fields of business economics and 
internal organization. 


Pending legislation on non-registered 
accountants 


During the last few months, said Mr Tempelaar, some 
rumours and some more official announcements had arisen 
relating to the pending legislation on non-registered ac- 
countants. For the Council it was a matter of great regret 
that the placing of this Bill before Parliament was not pre- 
ceded by an adequate public exchange of opinion. The 
Council recognized that the duty assumed by the Govern- 
ment to prepare appropriate legislation on non-registered 
accountants was of a very complex nature because non- 
registered accountants were not in a position to claim a 
long-standing ordering of the services they had rendered, 
or that these services were of a sufficiently homogeneous 
character: also, the level of expertise of non-registered 
practising accountants varied appreciably. 

The Council, he said, was pleased to give support to a 
statutory regulation which was entirely based on the need 
for accounting assistance and for advice on business and tax 
questions by the middle-sized and small enterprises, provided 
however, that in working out this law, including the title- 


‘protection, there was an efficacious meeting of these essential 


needs. A statutory regulation that dissociated itself from this 


basis could not adequately meet the actual needs for expert 


assistance felt by the middle-sized and small enterprises. 
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THE EUROPEAN COMPANY 


In his address to the conference; Prof. Sanders said that 
throughout the European Economic Community company 
law was on the move. Germany and France already had 
new laws, while in the Netherlands, Belgium and Italy Bills 
had been prepared. It would be recommendable if, more 
than now is-the case, the national legislators would apply 
the method of comparative law in their legislative work. 

As well as this new legislation, three matters were being 
considered within the international framework of the 
European Economic Community, all of which might lead 
to a greater uniformity in company law. They were a draft 
for a European company; a first directive and drafts for 
subsequent directives, and the treaties under article 220 
of the European Economic Community. Treaty. It was 
advisable to follow all three of these courses, said Prof. 
Sanders, and in doing so it was essential to co-ordinate all 
the activities. zE 

The European company was aimed at creating one 
identical legal form and could stimulate co-operation within 
the European framework. It was spectacular in that it 
reflected the unification of Europe in a specific field, in the 
form of an enterprise. It did not exclude the other methods 
of unification: on the contrary it had a stimulating effect 
on them. 

- The directives aimed at amending the six national 
legislations in the field covered by these directives. This 
was a laborious route but, nevertheless, one should take up 
a positive position towards this method, provided thatthe 
fields in which co-ordination was to be effected were care- 
fully selected. It would be advisable if, after the establish- 
ment of the first directive and the related subsequent 
directive dealing with the set-up of balance sheets and profit 
and loss accounts, the following directives were, so far as 
possible, assembled into one whole. 

_ The third course — the treaties under article 220 of 
the Treaty — also required a certain co-ordination with the 
other courses and particularly with the preparation of the 
directives, the more so since it started from the existing 
national law.. A treaty regulating the merger of limited 
companies established under different national laws had to 
take account of the national legislation on mergers. 

There was also a link with the European company, 
because this also might originate from a merger of com- 
panies established under national laws. The relationship 
between the three courses, however, gave rise tc the danger 
that one course will wait for the progress of the others. 


In the course of the discussion following the address, 
Prof. Maeyer, of the. Catholic University of Nijmegen, 
doubted whether it would be practicable or desirable to 
have a complete harmonization, even a unification, of the 


Note. — The first directive referred to above was issued by the © 


Council of Ministers of the European Economic Community on 
March oth, 1968, on the proposal of the European Commission 
and on the advice of the European Parliament. It names the various 
kinds of company under the national laws of the six member 
countries and prescribes the information abcut esch company 
which should be published, including the company’s own statutes 
or articles, the persons who direct the company cr who can contract 
so as to bind the company, the annual balance sheets and profit and 
loss accounts, the character of closed private ccmpanies, and par- 
ticulars as to liquidations. This information is to be published in 
each member country in central trade or company registers. The 
separate countries are enjoined within .18 months to pass the 
necessary consequential laws, while changes in a company’s 
stdtutes should take effect by December 31st, 1¢70. 
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different svstems of company law in Europe. He agreed 
tha: co-ordination and harmonization of company laws 
were necessary for protection of creditors and minority 
groups, for publication of information and to fix the extent 
of oligarchy which was to be allowed. 

Company law in the Netherlands, said Prof. Maeijer, 
offered far-going freedoms in interpretation of the statutes 
and in a number of extra-statutory constructions. Little 
change in statute law had been made since 1928, although 
there had been an evolution of jurisprudence. A reform of 
company law was an urgent need. The Verdam Committee 
set out some important proposals for amendment, particu- 
larly in the public responsibilities of the undertaking and 
the right of the employees to have a say in its management; 
but there had not been a comprehensive overhaul of com- 
pany law as in neighbouring countries. 

For this reason, said Prof. Maeijer, he was happy with 
the pressure applied by the directives from Brussels — 
‘we cannot say we have nothing to learn from beyond our 
borders’. ‘For example, consider the precarious position of 
mirorities in closed family companies. We need our own 
legel form of closed company and on open companies we 
can learn much from our neighbours, in particular from the 
Jenzins report on company law in England and from the 
French attitude to directors’ inside information,’ 


THE INTERNAL AUDITOR IN 
INTERNATIONAL PERSPECTIVE 


Addressing the conference on “The internal auditor in 
international perspective’, Mr P.-C. Louwers, chief internal 
auditor of Philips Gloeilampenfabrieken, began by saying 
that the auditor was practising his profession in the midst 
of significant changes in the economic and social order. 
Among the important changes were those evolving from 
rapid technolcgical developments; changes in consumption 
patterns; modern techniques of organization; the increasing 
influence of specialists; the changes in the social concepts 
with regard to the objectives of the enterprise; the increas- 


- ing significance of large international enterprises, and the 


impact of automation and of mathematical control tech- 
niques. The development of the profession would have to 
keep pace with these reforms and the profession would have 
to make its contribution to the development of business life. 


Internal auditors in the Netherlands 


Onlwv a few decades ago, he said, professional circles in the 
Netherlands were still hardly convinced of the need for the 
internal audit function. Nowadays the function could be 
regerded as having taken a recognized position in the audit 
pro-ession in the Netherlands. | SC 

In order to practise his profession according to the 
principles and the rules of professional conduct which per- 


tain to the work of registered accountants, said Mr Louwers, 
the independence of the internal auditor within the enter- 


prise must be secured; he must be directly responsible to 
the highest authority in the enterprise. His position of 
being employed by the enterprise, however, meant that out- 
side interested parties could not attach to his function the 
same degree of independence as is expected from the 
external, auditor, even if both — as in the Netherlands — 
were subject to the same professional regulations. 

The certification of the annual accounts on behalf of the 


-general public would always. have to be done by the external 
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auditor; between the external auditor actirg on behalf of 
the general public and the. internal auditor drawing his 
authority from the management of the uncertaking, there 
had to be a rational co-operation. 


Development of the. internal audit function 


Mr Louwers stated that the size of the undertaking was a 
determining factor as to whether the estaklishment of an 
internal audit department could be regarded as appropriate, 
but with the continuous growth of enterprises this would 
prove to be the case in an increasing number of instances. 
it would then no longer be possible for the public account- 
ant to satisfy adequately, as an addition to his public 
auditing function, the needs of the various echelons of 


management in the enterprise for verification.of the relia-. 


oility of the data submitted to them. Within the enterprise 
the need would therefore arise for the permanent availa- 
bility of an internal auditor. 

Commenting on the internal audit function in other 
countries, he said the conclusion could be drawn — taking 
into account the outcome of an inquiry conducted in some 
20 countries for the preparation of his paper — that between 
countries as well as within countries there were very great 
differences. In the English-speaking countries there were 
many internal auditors, not only in large but also in 
medium-size enterprises. In the Southern European 
countries, including France,.the internal audit function 
hardly existed. The function and duties of the internal 
auditor, as well.as the position which he held in the.enter- 
prise and the echelons of management to which he re- 
ported, also differed considerably. In the English-speaking 
countries, internal auditors and public accountants were 
mostly members of the same professional body; in some 
other countries the professional organization made a dis- 
tinction between members in public practice and other 
members. 


Advisory role 


Like the external auditor, the internal auditor fulfilled’ an 
advisory function in addition.to his auditing function. As 
regards any auditor, the question arose as to whether he 
could still operate.as a general adviser to the enterprise in 
view of the fact that problems were becoming increasingly 
complicated and that an increasing number of experts were 
available in many specialized fields. The answer, said Mr 
Louwers, was definitely in the affirmative, althcugh the 
auditor could no longer operate as an expert adviser in all 
fields where he used to act as such in the past. The employ- 
ment of an ever-increasing number of specialized experts in 
many fields very often made co-ordination a necessity and 
in many instances it was effective and efficient to charge the 
auditor with such co-ordination. 

The. question then arose whether, for the fulfilment of 
this advisory function, either the externa] or the internal 
auditor should be given preference. It was incorrect to 
assert that the external auditor, because of his broader 
experience obtained in his contacts with enterprises in 
different branches of trade and industry, was evidently the 
more suitable. The fact that the internal auditor was tied 
to a particular enterprise could lead to a narrowing of his 
outlook to some extent, ‘on the other hand it gave him the 
opportunity for a better knowledge of the problems of the 
enterprise and to go deeper into them. With the lerge con- 
cerns the internal auditor could obtain experience — very 
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often in most different fields of activity — which was not less 
than the experience gaired by the external auditor in his 
field of operations. 


Independence of the auditor 


The ‘independence of the auditor’ was usually considered 
to be a concept with an immutable, clearly defined meaning. 
However, the concept was one with many dimensions 
which would be of a varying significance dependent upon 
the actual situation in which the ‘independence’ came up 
for discussion. 

Gradually a more modified approach to the concept of 
‘independence’, taking into account the many aspects which 
may influence this, could be noted with writers both in the 
Nethezlands and abroad. It was important to examine in 
each individual case whether the — external or internal — 
auditor could for that specific case be considered to be 
independent. Some American writers have tried to estab- 
lish some criteria against which the actual independence of 
the auditor in a specific case could be measured: absolute 
freedom to fix the audit programme (programming inde- 
pendence); no restriction on his investigation (investigative 
independence); no reservation on what he may report 
(reporting independence). In their opinion real indepen- 
dence existed when, if measured against each one of these 
criteria, a positive answer could be obtained. 

In the Netherlands, seid Mr Louwers, the independence 
of the auditor was associated too much with the concept of 
acting on behalf of the ‘business community’. In addition 
to its responsibility towerds shareholders, the management 
of large enterprises more and more carried a responsibility 
for the direct well-being of sometimes hundreds of thousands 
of people and indirectly even for a multiple thereof. More- 
over a growing perception could be noticed that those 
business managements ad a general social responsibility 
for an appropriate and socially useful employment of the 
means of production which they had at their disposal. In so 
far as the auditor would play a part in this development it 
would not be sufficient simply to extend the concept “busi- 
ness community’ and to extend accordingly the demands 
made upon the public accountants. The internal auditor 
would see to it that the management of the large enterprise 
received the proper information for taking its policy de- 
cisions and consequently great importance would have to be 
attached to his expert knowledge and his independence of 
opinion, even towards the management itself. 

In this respect the same. professional training and 
identical professional regulations for the public accountant 
and the internal auditor gave considerable support to the 
internal auditor in the Netherlands, as compared to other 
countries. 


In the course of the discussion following the address, the 
speakers were Mr H. C. Treffers, a Past President of the 
Nederlands Instituut van Accountants; Mr H. A. Bakker, 
head of the internal audit department of KLM, the Royal 
Dutca Airlines; and Mr T. P. van Vliet, a practising 
accountant. i 


CONFERENCE DINNER 
At the concluding dinner held at the Ronen Hilton 


Hotel, Mr Tempelaar thanked the Ladies Committee for 
the arrangements they had made for the ladies’ programme, 
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and Mr J. G. de Weger thanked the speakers for their 
papers at the conference sessions. Mr B. de Bakker 
proposed the health of the guests from abroad and Mr 
J. A. Stewart, c.a., President of The Institute of Chartered 
Accountants of Scotland, replied with thanks for the 
hospitality which they had enjoyed. 





CANADA 





Tax Conference 


HK twenty-first annual tax conference of the Canadian 
Tax Foundation took place at the Royal Hotel, Toronto, 
from November 13th to 20th. The proceedings comprised 
twelve panel discussions and three general sessions. 

‘Tax offences — liability of taxpayers and their pro- 
fessional advisers’ and ‘Tax avoidance ~ recent develop- 
ments’ were the titles of two of the subjects at the general 
sessions. The panel subjects were wide-ranging and en- 
compassed most of the vital tax problems of today. Subjects 
at these sessions included: “Tax treatment of foreign 
exchange profits and losses’; ‘Measurement of business 
income — recent developments’; ‘Compensation of exe- 
cutives and employees’, and ‘Financing. education, health 
care and social welfare - the next ten years. st 

At a reception and banquet the guest speaker was Pro- 
fessor Walter W. Heller, of the Department of Economics, 
University of Minnesota, noted as a fiscal adviser and con- 
sultant to the United States Government. 


UNITED STATES , 


_ Why So White a Profession? 


R is becoming more difficult every day for accountants 
on this side of the Atlantic to think of themselves as living 
a sheltered life and following a cloistered calling. In the 
summer, several new suits brought home the extent to 
which the auditor is exposed to legal action by a dis- 
abused client, no less than by a disappointed investor. 
Now, the American Institute of Certified Public Account- 
ants, at its recent assembly in Washington, has been urged 
to take the initiative in promoting ‘black capitalism’. 

The point made was that social welfare programmes may 
be positively harmful because they tend to dry up enter- 
prise, while Government programmes may no longer be 
acceptable. Even business programmes aimed at bringing 
investment into the slums have only been able to progress 
(as in Pittsburgh) when accompanied by grants to militant 
Black Fronts. School efforts to upgrade the skills of the 
negro population have sometimes bogged down on such 
minor issues as the choice of a textbook from which to 
teach negro history — which has suddenly become a favour- 
ite course, 

The solution suggested was that the negroes should 
acquire a greater vested interest in the success of the 
American economy by founding and running their own 
businesses. This at once raises the question how many 
of them are qualified to do so; and unless the numbers are 
increased the result would be a multitude of bankruptcies 
and a multiplication of the present protests. 

Without accountancy training for the management, the 
new businesses would have scant chances of survival. 
Accountants were therefore urged to organize a task force 
to open the profession to the new breed of black business- 
‘men. The originator of this proposal was a Vice-Chairman 
of First National City Bank, who was therefore in a position 
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to speak with authority on the efforts that his own pro- 
fession was making along these lines — including the 
striking fact that he himself had recently been spending 
most of his time ‘working. with the black community on its 
business problems’. 

It seems that the outcome of the American election may 
well intensify the pressure on accountants to bring more 
negroes into their activities. There is to be a new drive to 
foster enterprise in black communities through revised tax 
incentives, as well as through continued spending pro- 
grammes. Eoth to keep track of these ventures and to train 
the principals, black faces are likely to be more in evidence 
in accountancy offices in the years ahead. — From our 
correspondent in New York. 


AUSTRALIA 


Company Law Changes Foreshadowed 


COMPANY COMMISSION, somewhat similar to the 

US pattern, has emerged as a definite possibility in 
Australia following a meeting of -Federal and State 
Attorneys-General in Perth recently. An announcement to 
this effect was made by the spokesman for the Attorneys- 
General, Mr Griffith, Minister for Justice in Western 
Australia, who stated that the formation of the commission 
had been reccmmended by the Australian Company Law 
Advisory Committee. 

The proposed commission would have wide powers in 
relation to company accounts and would provide an organ- 
ization able to give ‘prompt and authoritative advice to 
government’ as to desirable amendments on company legis- 
lation in the future. 

_Other company matters of importance to the accountancy 
profession put forward by the Advisory Committee were 
referred to by Mr Griffith. These included a proposal for 
the compulsory disclosure of turnover, and for separate 
disclosure of fees and emoluments paid to part-time and 
full-time directors. 

Disclosure of the ownership of companies was another 
subject discussed by the Attorneys-General which could 
become an important political issue. The Company Law 
Advisory Committee considered that it would be valuable 
to investors to compel a locally incorporated company 
which was, in fact, a subsidiary of an overseas corporation 
to disclose the name and country of incorporation of its 
ultimate holding company. However, the Advisory Com- 
mittee had warned that there might be reasons of policy, 
unconnected with the protection of investors, which would 
weigh against a proposal of this sort. 

To strengthen the role of the auditor in the early reporting 
of irregularities, the Advisory Committee had suggested 
the insertion of a section into company legislation which 
would oblige the auditor to report breaches of the Act to 
the Registrar where he was of the opinion that the matter 
would not be dealt with adequately by bringing it to the 
notice of the directors or by comments in his annual report 
on the accounts. This would eliminate the present weakness 
which prevented the auditor dealing with important irregu- 
larities until the time came for him to make his report on 
the accounts. 

The full report of the Company Law Advisory Commit- 
tee has not been released. Judging by the matters reported 
to have been discussed by the Attorneys-General, however, 
its appearance would provoke a great deal of discussion by 
members of the profession throughout Australia. — From 
our correspondent in Australia. s 
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Appointment of Liquidator 


N order for the compulsory winding-up of the company 

in Re Manmac Farmers Ltd ([1968] 1 All E.R. 1150), 
was made on July 3rd, 1967. The first meetings of the 
creditors and contributories were held on August rst, 1967. 
No liquidator was then proposed in place of the official 
receiver. The assets of the company were in the hands of a 
receiver who was appointed by debenture-holders of the 
company in May 1967. A statément of affcirs at that date 
showed a surplus of assets available for unsecured creditors 
amounting to £161,000 odd. The Officiai Keceiver made a 
report on November 3rd, 1967, in which he estimated that 
there would be a surplus of £70,000 available for unsecured 
creditors to whom the total debts owing amounted: to 
£500,429. ` : ; 

The applicant company, who was a creditor for 
£233,638 12s 5d, being dissatisfied with the progress of the 
liquidation applied by notice of motion fo- an order pur- 
suant to section 346 of the Companies Act 1948, directing 
that the Official Receiver, as liquidator, should forthwith 
convene a meeting of the creditors of tke company for 
the purpose of considering and, if thought fit, passing 
resolutions appointing a liquidator in the place of the 
Official Receiver. The applicaticn was supported by six 
other trade creditors. The aggregate of the debts of the 
applicant company and supporting creditors was more than 
half the total amount of the debts owing to unsecured 
creditors. The Official Receiver contended that as a pre- 
liminary step it was necessary to convere a meeting of 
creditors in order to determine whether they wished to 
apply for the re-summoning of the first meetings. 

Making an order in the terms of the notice of motion, 
Pennycuick, J., held that where, as here, it was virtually 
certain on the figures that the creditors zs a class would 
support the substantive resolution, a preltminary meeting 
would serve no useful purpose. 


Partnership Created 


Tea plaintiff in Mann v. IN Arcy and Otaers ([1968] 2 All 
E.R. 172), claimed that he had agreed with the first de- 
fendant, who was the active partner in a pertnership of the 
three defendants carried on under the name of D’Arcy & 
Co, to enter into a joint venture cn a part cargo of potatoes. 
The plaintiff alleged that the first defendant acted on behalf 
of himself and his two partners and Cat the venture 
constituted a partnership. The second defeadant contended 
that the alleged agreement. was never made or that, if the 
agreement was made, there was no authority in the first 
defendant to bind the partnership. 
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The Court held, on the evidence, that the agreement was 
made. On the question whether the first defendant had 
implied authority to bind D’Arcy & Co to a partnership 
with the plaintiff for the joint venture, Megarry, J., accepting 
the proposition that a partner has no implied authority to 
make his co-partners partners with another person in 
another business, held that the venture remained under the 
sole control of D’Arcy & Co and was in the ordinary course 
of that firm’s business, with the consequence that the 
venture could not be regarded as ‘another business’; 
accordingly,- the first defendant had authority to bind, 
and did bind, not only himself but also his co-partners to a 
partnership with the plaintiff for the single venture. 


Valid Charitable Gift 


“THE testatrix in Re Banfield (deceased) Lloyds Bank Lid v. 
Smith and Others ([1968] 2 All E.R. 276), gave half the 
residue of her estate to the Pilsdon Community House. 
There was no instrument establishing or regulating the 
Pilsdon Community House, but a pamphlet and various 
letters written by the first defendant from time to time 
showed that the object and purpose was to found a com- 
munity where persons could lead a simple pious life 
together, The community received those of the public 
needing help, and its members went out to offer help 
where required. 
On the question whether the gift was a valid charitable 
gift, Goff, J., held that the gift was a gift for the furtherance 


of the work and purposes of the community and not a gift 


to the community itself, so that the absence of any written 
constitution was irrelevant; that the purposes of the 
community were charitable, as being for the advancement 
of religion, and as having the necessary public element; but 
that even if the purposes were not for the advancement of 
religion, they were charitable as being within the fourth 
class of the classification in Commissioners for Special 
Purposes of Income Tax v. Pemsel ({1891] A.C. 531), viz., 
other purposes beneficial to the community. The gift was 
therefore a valid charitable gift. - l 


Mistake as to Nature of Deed 


BOUT June 1962 the plaintiff in Gallie v. Lee and 
Another ([1968] 2 All E.R. 322), a widow aged 78, 


executed a deed which purported to be an assignment 


on the sale by her of her leasehold interest in her house for 
£3,000 to L, and the deeds were delivered to L. She 


‘did not read the document. She believed the deed to be a 


deed of gift of the house to her nephew, which L fraudu- 
lently represented to her that it was. Had she known what 
the document was she would not have executed it. L, 
having obtained the assignment, subsequently mortgaged 
the house to a building society. 

In an action by the plaintiff against L and the building 
society for a declaration that the assignment was void and 
for delivery up of the deeds, Stamp, J., held that since the 
assignment was a deed of a different character and class 
and of a totally different description from which L repre- 
sented it to be, as between the plaintiff and L the assign- 
ment was not the plaintiff’s deed and did not give L title; 
further, the -fact that the plaintiff had carelessly allowed 
herself to be misled as to the character of the deed did not 
estop her from pleading that the deed was not her deed for 
she owed no duty to the building society nor was her care- 
lessness the proximate cause of the advance by the building 
society to L. 
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Finance and 
Commerce 


Arbiter & Weston 


RBITER & WESTON LTD is a holding company with 

subsidiaries operating in four main spheres — entertain- 
ment (comprising bingo halls, casinos, bowling centres and 
clubs); hotels and restaurants; artistes’ management, and 
hire-purchase finance. There were other activities carried 
on by subsidiaries which ceased to trade at March 31st, 
1968. These involved the manufacture cf electronic and 
other musical equipment, the retail and wholesale selling of 


musical instruments and electronic equipment, the siting. 


and renting of gaming and other amusement machines, 
and mail order selling. The results of the subsidiaries have 
not been included in the accounts. 

The auditors in their report comment on the position of 
these ‘ceased’ subsidiaries. The chairman, Mr E. D. 
Barkway, adds further comment in his statement with the 
accounts to the effect that the losses of these companies are 
not included in the group profit and loss account but have 
been written off for the ‘reasons as stated’ in the notes to 

the accounts. “The company’s auditors’, Mr Barkway adds, 
‘approved of this method of presentation but members will 
observe that they found it necessary to qualify their report 
in respect of certain of those companies which have ceased 
to trade’. 

One gets the impression that the chairman is a shade put 
out by the auditors’ qualification, although it would appear 
that qualification certainly needed to be made. It may be 
added that although the chairman refers to the notes as 
giving ‘reasons’ for the write-off, it is difficult to find them 
in the notes themselves. _ 


Fire cover 


Mr Barkway became chairman in December 1967 when 
the company’s managing directors were spending a con- 
siderable part of their time on an action brought by the 
company against its insurers who were fighting insurance 
claims and withdrawing cover. Mr Barkway says- that 
‘following the successful conclusion of the insurance action, 
cover for our properties was still denied on any commercial 
basis’. This had the effect of perpetuating a serious breach 
of the provisions of the debenture trust deed and repayment 
of the stock became ‘a matter of utmost importance and 
greatest urgency’. : 
The Arbiter & Weston board, Mr Barkway says, ‘has 
drawn some consolation’ from the recent announcement by 
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the President of the Board of Trade that the question of 
insurance companies’ services relating to fire cover has been 
referred to the Monopolies Commission. The basis of 
debenture and loan finance in this country, he points out, 
is geared to the asset protection afforded by fire insurance 
and the withdrawal of cover can cause havoc with the 
established practices. | 

‘It is our belief’, Mr Barkway tells shareholders, ‘that 
other companies in the entertainment industry are also 
experiencing difficulties in obtaining fire insurance cover 
and therefore it should be hoped that the Monopolies Com- 
mission will report as speedily as possible’. 

Preoccupation of management with the insurance posi- 
tion meant that the company’s affairs ‘suffered drastically’ 
but, subsequently, action was taken to dispose of or close 
down loss-making subsidiaries both to halt the loss and to 
realize capital to enable the debenture to be repaid. 


Debenture repaid 


Last June shareholders were told of net proceeds of 
£233,468 realized from the sale of assets ranging from the 
musical instrument division’s stock, fixtures and fittings to 
a restaurant in Shaftesbury Avenue. Later the sale of the 
Majestic, Mitcham, raised a net £134,000 and the debenture 
was finally repaid on September gth and the bank overdraft 
substantially reduced. 

So far as the 1967-68 results are concerned, the split 
between the position of those companies which have con- 
tinued to trade and those which have ceased to trade is 
vital. The foliowing figures giving the proportion of turn- 
over attributable to each class of business and the extent to 
which, in the board’s opinion, each class contributed to or 
restricted the loss are taken from the directors’ report: 


Proportion of Profit 


Continued to trade turnover (Loss) 
Entertainment, comprising bingo ` Dei cent £ 
halls, casinos, bowling centres - , 
and clubs l ex 86-44 51,224 
Hotels and restaurants 9°70 (17,968) 
Artistes Management 3°66 29,542 


Hire-purchase finance *20 (3,953) 











Exceptional ` expenditure and 
management services ~~ _ (110,700) 
‘100%  £(51,855) 
Proportion of | 
Ceased to trade turnover Loss 
Manufacture of -electronic and Pe cent £ 
other musical equipment i 4°99 / 52,973 
Retail and wholesale selling of 
musical instruments and elec- 
tronic equipment ek e 84:00 143,955 
Siting and renting gaming an 
amusement machines .. Së 10:55 49,833 
Mail order selling. . De ed +46 399 
- 100% £24'7,160 





Undaunted 


It is not surprising that the chairman calls the year under 
review ‘the most difficult in the company’s history’. It 
would seem, however, that a stronger group has been forged 


‘out of the fire, if the board will pardon the mention of 


that word. Shareholders may wonder whether, but for Che 
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fire insurance problem and the resultant need to realize 
assets to repay the debenture, there would have been the 
snake-out of the loss-making companies and che reappraisal 
of the group earnings position. 

The board itself seems undaunted and is-still apparently 
set on pushing the organization into the entertainments 
industry and more particularly into bingo halls. A compara- 
tively recently acquired group in Nottingham is being 
extended and the chairman reports negocziations at an 
advanced stage for the acquisition of ‘a sulstantial group 
operating in the bingo and entertainment meld’. If com- 
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pleted, the deal, it is considered, will ‘greatly enhance’ the 
prospects of the group. 

The company operates in a sphere which one would 
hesitate to call economically essential and one which is 
speculative enough without being called into litigation to 
settle the point that properties and assets are not only 
insured but insurable. But as firm a base as can be achieved. 
appears to have been set up and the company ought to be. 
able to pull round. It is to be hoped that the subject raised 


in Note 1 to these accounts will not have to be raised again. 
a year hence. 


CITY NOTES 


EIGHTENED by recent events, the deflation versus 
inflation argument in the equity sectiors of the stock- 
market has become all the more fierce. 

It is now acknowledged that the ‘spending’ trades — 
retailing, the brewers, tobacco and the like —-will suffer once 
the Christmas spending surge is over. The motor industry 
must also suffer in the home market and, unless the industry 
breaks with traditional performance patterns, it will not make 
up in export markets what it loses at home. 

Also on the deflationary side, in stock-market terms, is 
the point that the import deposit scheme coupled with new 
lending restrictions on the banks will bring more new 
money demands to the stock-market. And if these defla- 
tionary factors work in certain equities then institutional 
morey might well move into the gilt-edged market. 


But as strongly as these points can be argued there is not ` 


the slightest gainsaying of the point that currency events 
have re-emphasized the need to protect capital from the 
erosion of inflation, and equities must still be regarded as 
the investor’s best friend. 
d * k d 

RESIDENT DE GAULLE has not cnly refused to 

accept the inevitable but is determined to prove that 
inevitability and de Gaulle are not to be mentioned in the 
same breath. Having accepted before last week-end that 
the inevitable would take place immediately, the foreign 
exchange market reopened this week in a state cf chaos 


bordering on mental disorder. France ard tae United 


States versus the Rest of Europe made a match worthy of 


the final presentation by a big fight promoter. That the 
performance justified the billing was little consolation to 
those who found they had backed the wrong corner. 

ze * "e * l 


POINT that seems to have been overlooked in the 

introduction of the new purchase tax and duty changes 
and ths new import deposit scheme is that it would appear 
that none of it was in any sense a crash programme put 
into operation because of the Franc/Mark war. This was a 
late autumn Budget planned with the forethought that goes 
into the annual spring operation. It was presumably in 
being when the hire-purchase moves were made and when 
Cabinet Ministers were denying any’ fresh credit moves 
and describing the hire-purchase measures as just the 
slightest touch that the economic tiller needed. And yet 
politic:ans still cannot understand why people at large 
fail to treat them seriously. 

$ 3k X ae 


ANK Staff Associaztons have again clashed with The 

National Union of Bank Employees — this time over the 
acceptance of a 34 per cent pay rise as an interim measure 
while the Prices and Incomes Board sorts out the higher 
award agreed within the Joint Negotiating Council for 
Banking. But this is not the only battle in the banks. The 
decisicn to close on Saturday mornings from next July is in 
retrospect proving a much less difficult affair than reaching 
agreement on when the banks will stay open longer during ` 
the week. It is quite on the cards that they won’t. 


RATES AND PRICES 


Closing prices, Tuesday, November 26th, 1963 


Bank Rate 
Nov. 9, 1967 - 6t% 
Nov. 18, 1967 .. -- 8% 
March 21, 1¢68 ee ` 


Jar. 26, 1967 .. 
Mer, 16, 1967 .. .. 6% 
Mev 4, 1967 .. e 


Oct. 19, 1967 6%  - Sept. 19,.1968.. 

Treasury Bills 

Sept.20 .. £6 12s 1°75d% Oct. 25 £6 9s 10° rat 

Sept.27 .. £6 ris 6:s2d% Nov. 1 £6 11s o67d% 

Oct. 4 £6 ros 9°56d% Nov.8 .. £6 rıs 5°81d% 

Oct. rr £6 ros 679d% Nov. 15 £6 128 Gozd% 

Oct. 18 .. £6 os rosd% Nov. 22 £6 16s 668d% 

| ‘Money Rates | 

Dey today — .. 586%% — Bank Bills 

7 days ra , s464% g 2 months de E ECK 

Fine Trade Bills ea ad 3 months ... 74-7%6% 
3 months ~» 88-84% 4 months .. 74-74% 
gs moths Ea Ey 6 months 78-74% 

mon "DH 70 


Tax Reserve Certificates: (28.8.68) Companies; 44% 
3% surrendered for cash; Perso % 


47/o 
Foreign Exchanges 


New York.. .. 238% Frankfurt ; 9'49 
Montreal .. ee 2°56 ry Milan .. 1488 A 
Amsterdam 8-622 Oslo 6 17-028 
Brussels .. «2 19°73 aris e 11-824 
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Correspondence 





Clients’ Unlawful Acts 


SIR, — I would be grateful for the opportunity to correct 
misleading impressions which may have been created by 
_views expressed in The Accountant of November 16th, 
in a commentary on the statement ‘Unlawful Acts or 
Defaults by Clients of Members’, recently authorized for 
publication by the Council of The Institute of Chartered 
Accountants in England and Wales. 

The commentary appeared to construe a passage in the 
statement as saying that in certain circumstances a Court 
would probably allow an accountant professioral privilege 
from answering questions about confidential information 
received from his client. Unfortunately, the commentary 
did not quote the whole of the passage in question. If it 
had, it would have been clear from the context that the 
passage was dealing solely with whether or not an account- 
ant would be guilty of a breach of contract in voluntarily 
disclosing such information. The point made was simply 
that voluntary disclosure of such information in the 
particular circumstances envisaged in the passage would 
probably, as in the case of a solicitor under similar circum- 
stances, be regarded as a breach of contract end of con- 
fidence. It was in no way intended to suggest that an 
accountant could ever have professional privilege from 
disclosing such information or could not be compelled to 
disclose it by due process of law. 

The commentary also appeared to imply that an ac- 
countant who was consulted by a client who had committed 
an arrestable offence on the question whether he had a 
defence to the charge or what should be his proper course 
of action, might be guilty of impersonating or purporting 
to act as a solicitor if he gave any advice on those matters. 
The Council is advised that if any such suggestion was 
intended it is wholly incorrect. 


Yours faithfully, 
C. EVAN-JONES, - 
Secretary,- 


THe INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND 


London ECr. WALES. 


Education for the Profession 


SIR, — I read with interest your leading article in The 
Accountant for November 23rd. 

In Lord Butler’s examination of “The Responsibilities 
of Education’, in his inaugural P. D. Leake Lecture at 
Drapers’ Hall, London, he made the observation ‘it is 
high time that there was a great deal more co-operation 
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between the professions and the universities in the same 
way as there has always been between the universities and 
medicine’. 

Far be it from me to decry any effort on Lord Butler’s 
part to improve the co-operation between our profession 
and the universities, but I do feel that it should be made 
known that the medical profession are not particularly 
happy as to the results of their own co-operation between 
their profession and the universities. The general lactescent 


result of this co-operation over the past forty years has 


been similar to that of a centrifuge in as much as that the 
brilliant members of the profession tend to stay either 
within the universities or within the great teaching hospitals, 
mainly in London and to a lesser extent in Birmingham, 
Liverpool and Manchester; whereas the not so brilliant 
members of the profession are flung outwards into the 
provinces with not particularly happy results as far as what 
is popularly known as general medical practitioners are 
concerned. 

Just how much Lord Butler knows about this particular 
problem is not known to me but I would suggest that his 
remarks, as reported in your leading article, may well have 
been taken out of context so as to distort their meaning; 
if they are not so distorted, then Lord Butler is wrong. 

I remain, Sir, 
Yours faithfully, 
T. D. KELLY. 


[We are satisfied that we did not quote Lord Butler out of 
context, but in view of our correspondent’s expression of 
opinion it is perhaps only fair to say that Lord Butler does 
make the point in his lecture that he thought a more liberal 
arts degree rather than specialist honours might be a better 
form of pre-professional training ~ EDITOR.] 


Warwick. 


integration of the Profession 


Str, — Having had several years’ experience of working in 
the fields of accountancy research, computers, models and 
management information, perhaps you would grant me the 
privilege of some space in your columns to add some 
practical and strictly personal points to the case for the 
merger. 


1. The basis choice seems to me to be: 


Will the Institutes split into two main streams and 
thus remain divided, rather weak and not rich, or 

Do we maximize the contributions and rationalize 
the fixed resources, reducing the societies’ emporia to 
one top establishment in each major city? 


2. If this scheme is not passed, industry will recruit in- 
creasingly from business graduates for its accountancy 
departments since none of the Institutes’ training pro- 
grammes are good enough. The first sandwich students 
arrive in the firm which employs me in 1969. 

My personal past experience with non-accountancy 
graduate assistants in accounting has not been too good, 
mainly because they lacked the skill to produce actual data 
in a given time, rather than through lack of theoretical 
knowledge. Present graduates show promise, particularly 
the ‘business maths’ graduates who are taking courses 
which have keen designed with the help of university 
contacts in industry. (Imagine the contacts which would be 
available to a university course for the proposed examina- 
tions. 

The subjects they will have studied will be usable 
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immediately. One hopes that the conditions in which they 
can use their knowledge will exist. One of these is access to a 
computer which may be loaded with development work 
being carried out by any one of three other types of depart- 
ment according to the organization in being. Another, is a 
boss who will let them try their skill. 

3. Mr Tanfield has claimed that the status of C.A.s would 
be lowered by the merger and no doubt many C.W.A.s feel 
they should not get entangled with a dozy auditing lot. — 

I was appalled by Mr Tanfield’s choice cf words on 
preference. Many of the top financial jobs in industry are 
held by non-C.A.s and paid at the same rates. 

4. I feel pretty confident that no firm of C.A.s looking 
for audit staff would turn down an applicant because he 
was an A.C.C.A., nor would a certified firm reject out of 
hand a C.A. who applied for a job. 

Former colleagues have interviewed hundreds of 
candidates for posts in industry — sometimes 5c-8o0 at a 
time ~ and I have seen a number of these myself, 

When interviewing prospective employees, what is the 
main thing we are seeking to find out? 

Answer: ‘Is HE ANY GOOD?’ 

The fuss over the merger of incorporated accountants 
with the chartered lasted precisely one week up to the date 


of merger and two after (or was it two before and one after’). ` 


The only thing I can remember about it now is the sense 
of relief because there was no longer any need to ponder on 
imaginary differences. 

On the question of the independence of industry-trained 
men, I have found some new C..A.s rather cautious about 
giving opinions. The usual practice is to harden them up 
with the factory management and accountants (of all 
denominations) so that they make a positive contribution 
to management. 

5. The real danger to all the Institutes is not, in my 
personal opinion, one of competition between them but of 
elimination by take-over of their functions by other infor- 
mation departments. If lack of salesmanship or worse, 
technical knowledge, permits this to happen, the Institutes 
have only themselves to blame. 

I believe, personally, that there is a considerable overlap 
in commerce and industry of the functional role played 
by computer, management service, O.R., O. & M. and 
accountancy departments and that as top management 
becomes itself more numerate, it will not put up with the 
loss of valuable time which may occur now and departments 
will be blended together. 

Having had some experience of both these states of 
affairs, I am willing to go on record as to the exhilaration 
of working in a team which shares its know-how, so that 
each member becomes generally effective for the smaller 
jobs whilst remaining the specialist for the big projects. On 
past occasions, I can remember the pleasure of working 
with really talented people from other functions being 
marred by departmental feeling, mostly due I think, to lack 
of appreciation of the other man or woman’s problems. An 
additional irritant was the lack of a common language. 

If I had had the benefit of the proposed industrial course 
under the merger terms, then certain projects with whose 
initiation I was concerned would have been brought 
forward two calendar years in tota.. In addition, I am sure I 
should have been much less of a nuisance to the computer 
members of the teams. 

Business as a whole cannot afford waste of this kind, 
although some personal competition is essential to stimu- 
late imaginations. i 
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If mergers of the type predicted above do take place, 
what jobs will the future accountant be qualified to hold? 
I can’t help contrasting the usefulness of the education 
received by one of my friends who was head of a rival 
department, with my own — honours physics, Ph.D. optics, 
grad. economics and maths with work under a famous 
professor and a world-renowned industrial technician 
versus auditing, tax, financial accounting, bankruptcies, 
practical work which produced one of the best adders-up 
in the business and sufficient knowledge to scrape along 
until time cured the personal defects. Luckily, lack of 
education does not mean lack of originality. 

6. The high intellectual level which will be required for 
education in mathematics, computers, plus management 
accountancy and professional subjects requires, in my own 
view, full-time education in the late teens whilst the brain is 
fresh and not employed on routine work. There is not 
enough time to take post-qualification education and fill a 
present-day working schedule. Higher level education 
demands a great deal of full-time study. This can be done 
without losing exacting performance and behaviour 
standards. 

7. Whilst on the subject of education, accountancy 
departments must work more time into their budgets to 
educate themselves in the latest advances and others about 
their work. Curiously, such an allowance seems to be taken 
for granted in a university supplied department. 

8. Members should think of the benefits of a merger in 
cash terms. At the moment we have six or seven ‘factories’ 
making much the same lines of products. If we merge, the 
enlarged, single district societies can have a nice new hall 
and specialist committees for each field of work instead of 
all organizing the same kind of talks on the same subjects. 

g. If the practising members wonder what this has to do 
with them, they should read the U.S. C.P.A.’s report 
‘Horizons for a Profession’. The smaller practitioner may 
well be suffering at the moment from competition for 
articled clerks but as an outsider now, I cannot see how this 
scheme makes the position worse. The only solution seems 
to be to increase fees and service. 


Yours faithfully, 


T. E. HEYWOOD, F.c.a. 
Bowdon, Cheshire. 


Capital Growth and the P/E Ratio 


Str,~-I have read with interest the article ‘Company 
Growth and the P/E Ratio’ by E. J. Broster in The 
Accountant dated November gth. I cannot share the author’s 
view ‘that the share market is blowing a price bubble on the 
shifting sands of the P/E ratio that may burst at any 
moment’. We have used this ratio as an effective means of 
company appraisal for some time and if the bubble were 
going to burst, surely it would have done so by now. 

My main disagreement with Mr Broster lies in the point 
that the P/E ratio, in stressing growth, tends to dilute the 
importance of the other stock-market ratios, i.e. the divi- 
dend yield and cover. Whilst I do not underestimate these 
ratios as important in normal trading conditions, I would 
like to draw attention to the following points: 


(1) This country is in the grip of a major economic 
crisis when the Government has introduced legis- 
lation severely limiting dividend payments. The 
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earnings/dividend ratio therefore has now no real 
significance because it is not known whether a low 
dividend yield is the result of such po.icy or is 
deliberate on the part of the company, for one reason 
or another. It may well be that a high earnings/ 
dividend ratio may simply demonstrate the uncon- 
trollable effect of Government economic policy with 
which most of us are already aware, especially each 
time we receive our bank statement! I agree that 
once economic and trading conditions become normal, 
the earnings/dividend ratio will resume its former 
importance as one of the main means of determining a 
company’s strength or weakness arrived at by carry- 
ing out its own policies. 


(2) An additional point is that.as a nation we are con- 
tinuously being exorted to raise produccivity and 
generally to improve industrial performance. This 
can only be achieved if we all show wise judgement, 
diligence, ensure effective management and optimize 
the use of our limited financial and other resources. 
Credit restrictions for the average business are still 
severe and a high P/E ratio will indicate a conserva- 
tive dividend policy, designed to retain the largest 


possible amount of earnings to finance future growth . 


(3) Finally, Mr Broster states the P/E ratio is an indicator 
which can be deliberately used not only to project an 
image of credit-worthiness but also growth prospects. 
This can surely help to ward off the woulc-be ‘wolf’ 
desirous to bring about a take-over of a particular 
company. In this context attack is the best form of 
defence and I would have thought that to show 
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growth prospects by a high P/E ratio is precisely what 
is wanted by companies anxious to retain their status 
quo. 

Whilst no-one can deny that many factors must be taken 
into account in business appraisal, the P/E ratio does, in 
my view, provide a simple but comprehensive means of 
doing so. I, for one, would regret its disappearance even 
when our naticnal economy has recovered and no doubt 
so would many who use this ratio in forming a realistic and 
practical opinion of a company’s present and potential 


status. 
Yours faithfully, 


O. H. E. PELCZER, F.c.A., A.M.B.LM., 
HADFIELDS PAINT AND CHEMICAL GROUP. 
Mitcham, Surrey. 


The Overall Effect of Taxation 


Sir, — It is small wonder that much of the industrial unrest 
in this country is due to heavy taxation on earned income: 
It is the hourly comment and resentment of practically all 
works and office personnel throughout the country, 
aggravated by rising transport costs, food and clothing. 

Naturally it is bound to react unfavourably to any 
exhortation for increased productivity with exceptions. 
Surely the Government would be wiser to consider the 
alternative of a sales tax meaning that the public pay on 
the value of what they buy. 

Yours truly, 


FRANCIS B. WILLMOTT.. 


Birmingham 5. 


The institute of Chartered Accountants 
in England and Wales 


Arrangements to Cover the Incapacity or Death 


of a Sole Practitioner 


The continuing incapacity or the death of e member who is a sole practitioner 
or who is a member of a partnership whcse other partners will shortly retire 
without replacement raises a number of prablems to which the Council of the 
Institute desires to draw the attention of Loge concerned, so that appropriate 
arrangements may be made in good time to overcome or reduce any difficulties 
or inconvenience for the member's clients and to his own practice which may arise 
in such circumstances. It is hoped that these notes may also be of assistance 
to a member's personal representatives or otriier persons who may be concerned. 


GENERAL CONSIDERATIONS 


NLESS appropriate arrangements have beer. made, the 

continuing incapacity or death of a sole practitioner 
will cause considerable difficulty and incorvenience to his 
clients. Furthermore, the resultant interruption of services 
will diminish the value of the practice and may even lead 
to its disintegration. | 


2. It is therefore appropriate for a sole practitioner in 
his own interests no less than in those of his clients, to- 
enter into such arrangements with another member or 
firm as will enable the practice to be carried on with a 
minimum of dislocation in the event of his incapacity or: 
death. Such arrangements should be made as soon as. 
possible and should provide, so far as possible, for the 
practice to be continued as a going concern until such time 
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as the sole practitioner recovers or he or his representatives 
decide to dispose of the practice. 


3. An arrangement, reciprocal or otherwEe, between two 
sole practitioners may be appropriate. Alternatively, in 
many cases it will be advantageous for a sole practitioner to 
enter into an arrangement with a partnershio firm. Although 
this arrangement may take the fcrm of zn agreement to 
manage, an arrangement for the sale of the practice on a 
predetermined basis may in many cases be rore satisfactory. 


4. When such arrangements are under consideration, the 
compatibility of the respective practices, especially in 
relation to audit procedures, fees and the general state of 
the work in both offices, should be borne 23 mind. 


5. The considerations which arise or. the continued 
incapacity of a sole practitioner are diferent from those 
which arise on death. In the latter event, the practitioner’s 
rights and interests vest in his personal representatives, but 
in the case of incapacity, especially if prolonged or severe, 
there would normally be no representative and the re- 
sulting problems may thus be more acute than in the case of 
death. If the sole practitioner has failed to make appropriate 
arrangements in good time and becomes umable to manage 
his own affairs, it would probab:y be necessary for those 
responsible for him to make a formal applicetion to the Court 
of Protection for the appointment of a receiver to whom 
power could be given to appoint a manager of tne practice. 
This procedure, however, involves delay end expense. 


6. The considerations arising on continuing incapacity 
and death respectively are dealt with separately in para- 
graphs 14~22 below. 


SPECIAL CONSIDERATIONS 


7. The terms of the. Council’s statemeit “Changes in a 
professional appointment’ (Members? Handbook E2), are 
applicable whether or not the incapacity of the auditor is 
the circumstance which gives rise to the <lient’s intention 
to appoint a different auditor. 


Audits under statute 


8. Except in the case of friendly ani industrial and 
provident societies (where a member who has ceased to act 
as auditor by reason of incapacity is not eligible for auto- 
matic reappointment), the incapacitated member remains 
the duly appointed auditor and can only be removed in 
accordance with the appropriate statutory precedure. On 
the other hand, the death of a sole practitioner who is the 
duly appointed auditor gives rise to a vazancy. It may be 
helpful if those responsible for the appointment of auditors 
are informed of the nature of the arrengements which 
have been made for continuity of service. ‘These considera- 
tions may also apply in the case of other professional 
assignments. 


Acting as executor or trustee 


9. If the sole practitioner is an executor or trustee of a 
deceased’s estate, consideration should be given to the 
situation which would arise on his death, especially if he is 
the sole executor. 


MANAGEMENT CONSIDERATIONS 


ro, The arrangements suggested in paragraph 3 above 
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should be expressed as a written agreement. The terms 
thereof will depend upon the circumstances but it is 
desirable that the following matters should be covered: 


(i) The legal relationship between the member who is 
to act in the practice (‘the managing accountant’) 
and the principal. Different considerations arise 
depending on the event (continuing incapacity or 
death) which makes the agreement operative and 
these are dealt with separately below. 


(ii) The commencement and the maximum duration of 
the agreement without review. 


(iii) The general nature of the obligations to be assumed 
by the managinz accountant. 


(iv) The powers of the managing accountant, e.g. to 
engage and dismiss staff and to operate the bank 
accounts. 


(v) The basis of remuneration of the managing account- 
ant. 


(vi) The form of the letter to be sent to clients. 


11. It is also desirable that the practice should continue 
to be carried on from the principal’s premises. Accordingly, 
it would not normally be appropriate for interviews with 
clients and staff to take place at the offices of the managing 
accountant. 


ETHICAL CONSIDERATIONS 


12. It is of the essence of the arrangements described in 
these notes that the member who acts as manager of the 
practice of the deceased or incapacitated sole practitioner 
should not seek any personal advantage from the arrange- 
ment other than proper remuneration for the services he 
renders. A member acting as a managing accountant who 
accepted, on his own behalf or that of his firm, during the 
period of his management and for a reasonable period 
thereafter, the instructions of a client of the managed 
practice without the prior agreement of the incapacitated 
member or his personal representatives could render 
himself liable to a complaint. 


13. It is not improper and may indeed be appropriate 
for the member who acts as manager to agree to acquire 
the. practice from the incapacitated member or his personal 
representatives (as the case may be) though the personal 
representatives should normally be independently advised. 


CONSIDERATIONS RELATING TO 
CONTINUING INCAPACITY 


The general position 


14. Unless and until the practice is disposed of and 
appropriate notice given to clients the incapacitated prac- 
titioner continues as owner of the practice and has the 
overall responsibility for the actions of the managing ac- 
countant. It is, therefore, important that the professional 
indemnity and other insurances should be renewed as 
necessary and that cover should continue in the new 
circumstances. It is also desirable, especially if the in- 
capacity is likely to be of long duration, that clients should 
be advised of the arrangements made for the continuation 
of the practice. Indeed it may be desirable for a sole 
practitioner, on entezing into an arrangement of the kind 
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outlined in these notes, to inform his clients, as appro- 
priate, of the arrangements made for continuity of atter.tion 
to their affairs. e i 


The description of the practice 


15. For the reason set out in the previous paragraph, no 
changes in the name of the practice, the letter heading or 
in any registration under the Registration of Business 
Names Act 1916 are necessary. The name of the managing 
accountant should be disclosed on the letter heading etc., 
it being made clear that he acts as such and not as a 
principal. For example, if AB, a sole practitioner practising 
under his own name, is incapacitated, and his practice is 
managed by Mr XY, F.c.a., or, alternatively, by XY & Co, 
Chartered Accountants, the following heading might be 
appropriate: 

AB 
CHARTERED ACCOUNTANT 
Manager: XY, SGA 


or 
Managers: XY & Co, Chartered Accountants. 


CONSIDERATIONS RELATING TO DEATH 


The general position 


16. A sole practitioner’s practice vests on death in his 
personal representatives, i.e. in the executors appointed 
by his will or in the case of his intestacy, in those who apply 
for and are granted letters of administration of his estate. 
It is of the greatest importance that a sole practitioner 
should make a will appointing executors who, as such, 
could act immediately. If he dies intestate, his personal 
representatives will have no legal authority to act until 
they have obtained letters of administration and the 
issue of letters of administration will not cover them for 
previous actions. Steps taken by executors before obtaining 
a grant of probate are covered by its subsequent issue so 
they could arrange for the practice to continue. It would be 
obviously an advantage if one of the executors was pro- 
fessionally qualified. 


The description of the practice 


17. As the personal representatives of a deceased sole 
practitioner are the legal owners of the practice, it cannot be 
described by the style of ‘Chartered Accountant(s)’ unless 
all of the personal representatives are so qualified. If, 
however, in the opinion of the Council, the arrangements 
made for the management (e.g. the appointment of a mem- 
ber to manage the practice pending its sale) are satisfactory, 
no objection will normally be taken to the continued use 
of the style ‘Chartered Accountant(s)’ for a temporary 
period. 


Letter heading 


18. It is appropriate for the name of the firm (whether 
or not this is the same as the name of the deceased member) 
to continue at the top of the letter heading etc., though the 
words “The personal representatives of’ should be prefixed 
to the name of the member. The name of the managing 
accountant must also be disclosed, it being made clear 
that he acts as such and not as a principal. 
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Registration under the Registration of Business 
Names Act 1916 ' 


19. Whether or not the deceased sole practitioner carried 
on his pracżice in his own name, the accession of the personal 
representatives is a circumstance which requires registration. 


insurances 


20. It will be necessary for the insurers to be advised of 
the death of the policy-holder and of the arrangements made 
for the continuation of the practice. This is particularly 
important in the case of professional indemnity insurance 
in order to ensure that the personal representatives and/or 
the managing accountant are properly insured. It is im- 
portant to all concerned that there should be no interruption 
in cover and that claims which relate to the period of 
management fall within the scope of the policy even though 
they do not come to light - and hence cannot be notified 
to the insurers — until later. 


OTHER CONSIDERATIONS 
Signature in the firm's name 


21. It is desirable that powers should be conferred upon 
the managing accountant to sign reports on accounts, 
letters etc., in the firm name. It is also appropriate for the 
personal representatives to arrange for him to operate the 
practice bank account subject to such limitations as are 
thought necessary. 


Articled clerks 


22. On the death of a sole practitioner, any contracts of 
articles terminate and fresh articles for each of the clerks 
become necessary. The personal representatives of the 
deceased member have an obligation to see that suitable 
arrangements are made. To avoid as far as possible any 
prejudice to the position of the articled clerk, the Council 
has power to determine that the articled clerk will not count 
in the complement of clerks allowed to a new principal. It 
may also allow any break in service which occurs to be 
treated as service under articles (see Section H 1, paragraph 
74 of the Members’ Handbook — ‘Notes for the guidance of 
prospective principals’). The articled clerks of the member 
who acts as managing accountant may normally serve in 
connection with the managed practice which for this purpose 
is regarded as a client of the principal. 


APPENDICES I 


Drafts of specimen agreements (whose terms have been 
approved by solicitors) which may be useful as precedents 
are not reproduced but may be obtained on application to 
the Institute. They are not intended for adoption without 
recourse to legal advice in the light of individual circumstances 
and accordingly members should consult their own solicitors. 
APPENDIX 1 Specimen agreement providing for a 
mutual arrangement between two sole 
practitioners. 


APPENDIX 11 Specimen agreement providing for an 
arrangement between a sole practitioner 
and a firm. 
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Equity Problem in the Search for 
a Simpler Tax Code 


Views of Revenue Deputy Chairman at Manchester Dinner 


PEAKING at the annual dinner 
of the Manchester Society of 
Chartered Accountants at the Hotel 
Piccadilly, Manchester, on ‘Thursday 
of last week, Mr Norman C. Price, 
Deputy Chairman of the Board of 
Inland Revenue, said that although 
the Revenue Department had always 
been able to count on the co-operation 
of accountants, he was well aware that 
they did not always see eye to eye on 
the form and substance of some of the 
new legislation. He knew the Institute 
had recently written to the Chancellor. 
Mr Price, who was proposing the 
toast of the Institute in the absence in 
Bonn of Mr Harold Lever, Financial 
Secretary to the Treasury, said that 
one would have thought that in trying 
to draw up tax legislation the pro- 
fession and the department had the 
same objective — trying to get as good 
a system as possible, something really 
workable. He said the department, like 
the profession, wanted a tax code that 
was simple to operate. But he wondered 
whether an equitable tax code was 
consistent with a simple code. 

What was really wanted was a 
structure that had a clear, under- 
standable pattern. ‘The motive of that 
pattern ought to be equity. 

Mr Price said he did not think that 
all the criticisms of recent legislation 
were well-founded. He was quite 
sure that when transitional difficulties 
were overcome, the two new taxes 
introduced in 1965 would be found to 
have brought about a simplification 
of the code. The pre-corporation tax 
system of collecting tax on companies 
was very much a product of historical 
development, and after the last war 
a break with the old system was long 
overdue. 

A number of oddities from the 
past still survived, but to get rid of 
them would cause hardship in some 
quarters. He suggested that much of 
the complication in the tax law did 
no more than reflect the fact that we 
lived in a complex society. 

Responding, Mr Stanley Dixon, 
M.A., F.C.A., President of the In- 
stitute, recalled that a few months ago 


his predecessor had sent a set of 
suggestions to the Chancellor about 
Inland Revenue legislation. The Chan- 
cellor had asked for more detailed 
proposals and these had now been 
submitted to him. 

The Institute still believed in the 
four basic points put forward in the 
original suggestions, said Mr Dixon. 
The Institute was convinced that the 
time was right for a complete review 
of the whole system, and that could be 
done only by a body with the authority 
of a select committee of the House of 
Commons. The Institute believed that 
secrecy before legislation was passed 
could be overdone. When there was to 
be a major change in taxation, no harm 
could be done by publishing the 
proposals long before they reached the 
form of a Bill. 

The third point was a plea for 
stability. Every new piece of tax legis- 
lation imposed a tremendous burden 
on the professions that had to deal 
with it. One of the greatest prices paid 
for the complicated tax structure was 
that accountants were too busy to make 
the positive contribution to manage- 


ment they were qualified to make. 

The fourth point was that trying to 
stop up every loophole could cost more 
than the benefit that was gained. 

Mr D. A. Boothman, F.c.A., Presi- 
dent of the Manchester Society, who 
presided over the dinner, proposed the 
toast of the guests. Referring to the 
proposals on the future of the pro- 
fession, he said the attitude of mind 
needed for considering the future 
structure should be broad-minded, 
based on experience of the past, 
knowledge of the present and with a 
view to determining the future. Poli- 
ticians, it was said, thought of the next 
election, but statesmen must think 
of the next generation, and that was 
what it was all about. 

Mr R. B. Stoker, Chairman of 
Manchester Liners Ltd, responded on 
behalf of the guests. 

Earlier, Mr A. J. Burden, F.c.A., 
Vice-President of the Manchester 
Society, formally proposed the toast 
of the City and Ports of Manchester, 
and the Lord Mayor of Manchester, 
Alderman Harold Stockdale, J.P., 
replied. 





Mr D. A. Boothman, F.C.A., President of the Manchester Society (centre) with Mr 
Stanley Dixon, M.A., F.C.A., President of the Institute (right) and Alderman H. Stockdale, 
J.P., Lord Mayor of Manchester. 


Pe EY di ak 


t 
Ban 
gë A 


tibbi TEEN 


Et A RE k Ze 


A ete Lef. 


DT ei AË sie d aar- heb. lid ae Za mm "Lé? 


e 
) 
` 





764 


effet, et, Se, ec 


THE 


ACCOUNTANT 


November 30th, 1968 


London Chartered Accountants’ 
Taxation Conference 


HE London and District Society 
kt Chartered Accountants held a 
residential conference on “The use of 
settlements in tax planning’ at the 
Hotel Metropole, Brighton, last week. 
The conference was in the nature of an 
experiment, since it was concerned 
with a particular aspect of tax planning, 
and applications to attend substantially 
exceeded the available number of 
places. In the event, 200 or so members 
were successful in the ballot and 
assembled in the Clarence Room of the 
hotel at 3 p.m. on Thursday afternoon 
under the chairmanship of Mr H. 
Gordon Smith, F.C.A. 


An ‘open university’ 

Sir William Carrington, F.c.A., a 
Past President of the Institute, opened 
the conference. He congratulated the 
London and District Society on the 
breadth and depth of the courses which 
it organized for members. These 
courses, he said, constituted what was 
in fact an ‘open university’. Sir 
William went on to discuss the 
development of taxation in the United 
Kingdom which was started originally 
to finance Government expenditure and 
was now an instrument of political and 
economic policy. This was to be 
exemplified on Friday evening when 
the news was heard of the increases in 
indirect taxation. 

Mr Peter Rees, Barrister-at-law, 
gave the first paper, entitled “Tax 
planning — how far can you go?’ Mr 
Rees discussed the attitude to tax 
avoidance of the Revenue, the judi- 
ciary, and the professional man. The 
Revenue’s response, he said, had been 
to introduce complicated anti-avoid- 
ance legislation which the Revenue 
had then said would be applied 
reasonably, This was unsatisfactory 
and Mr Rees thought that the 
Revenue would have done better if it 
had taken a more robust line in taking 
cases to the Courts. 

The judicial attitude, he said, had 
developed from that which accepted 
the taxpayer’s right to use all lawful 
means to reduce his taxation liability 
to one which objected to tax avoidance 
as unfairly loading tax on to others. 


As far as the professional attitude was 
concerned, Mr Rees distinguished 
between those tax schemes which were 
a sham and those which were artificial 
-a distinction which was to be a 
talking point in the discussion groups. 

After tea, Mr Anthony R. Mellows, 
LL.M., PH.D., Solicitor of the Supreme 
Court and lecturer at King’s College, 
London, spoke on ‘Trusts and how 
they work’. Mr Mellows very ably 
explained the history of trusts, how 
they are created, their different types, 
and the position in law of the trustees 
and the beneficiaries. Members were 
perhaps most interested in the duties 
of the trustees and in the explanation 
given by Mr Mellows of the case of 
Wilson v. Turner (1883) and that of 
Phipps v. Boardman (1965). The first 
case dealt with the way in which the 
trustees’ discretion should be exer- 
cised, and the second was concerned 
with the profit made by a trustee from 
knowledge learned as a trustee. 

On Friday morning, Mr Alan Bevis, 
M.A., LL.B., A.C.A., gave a paper on 
“The use of inter vivos settlements’. 
Mr Bevis discussed the use that could 
be made of trusts for infants and 
single persons, on marriage, for retire- 
ment, for the control of succession 
after death, for charitable purposes, 
and lastly for taxation purposes. After 
explaining the effect of taxation on 
personal and charitable trusts, Mr 
Bevis went on to discuss non-resident 
trusts and the use that could be made 
of trusts for commercial activities. 


Forsyte family trusts 


The rest of Friday morning was 
taken up by the study im groups of a 
revised ‘Forsyte Saga’. Mr Bevis had 
set out the circumstances of various 
types of trusts based on his Forsyte 
family, and the groups found great 
interest in discussing the taxation 
liabilities of these trusts. 

After lunch, Mr Michael Holland, 
B.A., A.C.A., discussed “The tax prob- 
lems on death and in the period 
of administration’. His latter-day 
Morton’s Fork, when if the liability 
on unquoted shares was minimized 
for estate duty purposes then a greater 


liability would arise on their sub- 
sequent disposal by the legatee, was 
later much discussed, especially as it 
concerned the professional man acting 
both for the personal representative 
and the legatee. 

Mr Holland went on to explain the 
importance of dealing correctly for 
capital gains tax purposes with losses 
arising on the sale of assets in the 
administration period and also of the 
importance of the length of the ad- 
ministration period itself. 

After tea, Mr Bruce W. Sutherland, 
F.C.A., gave a paper entitled ‘Tax 
problems in the trust period’. Mr 
Sutherland, no doubt sensing a certain 
fatigue in his audience, did not deal 
in detail with his paper. Instead he 
referred to various points arising with 
regard to trusts and the relationship 
between the accountant and the other 
professions who acted for trusts. 


Future of settlements 


On Saturday morning Mr J. Philip 
Lawton addressed the conference on 
‘The future of settlements’. He dis- 
cussed first the impact of the Finance 
Act 1968 on settlements with regard 
to the seven-year period for inter vivos 
gifts, marriage settlements and settle- 
ments of life policies. Mr Lawton 
emphasized the exemption for normal 
expenditure and he thought that more 
use could probably be made of this 
exemption. He then went on to take a 
quick look at future legislation. One 
possible way in which he thought the 
Chancellor might deal with accumula- 
tions of income would be to tax such 
income at a special fixed rate of surtax, 
so that an accumulating trust might 
still be of benefit to a high surtax payer. 

The conference ended with a brains 
trust under the able and genial 
chairmanship of Mr E. K. Wright, 
M.A., F.C.A. The panel, which was 
made up of the speakers at the 
conference with the exception of Mr 
Peter Rees, dealt humorously with a 
variety of questions ranging from 
‘Should we act as trustees?’ to ‘What 
is the effect of section 15, Finance Act 
1968 when an infant itself has an 
infant?’ 
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Some personalities at the London and District Society’s tax conference held at Brighton last week and reported on 
the page opposite. Top picture, /eft to right: Messrs J. S. Paine, F.C.A., J. A. Risby, F.C.A., E. K. Wright, M.A., F.C.A., a member 
of the Council of the Institute, D. C. Morgan, A.C.A., and M. C. Ashill, F.C.A., an Under-Secretary of the Institute. Middle pictures. 
Left, /eft to right. Mr A. R. Mellows, LL.M., Ph.D., Sir William Carrington, F.C.A., a member of the Council of the Institute, and Mr 
H. Gordon Smith. Right, /eft to right: Messrs E. C. Meade, F.C.A., Halmer Hudson, F.C.A., and Bruce W. Sutherland, F.C.A. Lower 
picture, /eft to right: Messrs S. D. Hayllar, F.C.A., J. W. G. Cocke, T.D., M.A., F.C.A., Secretary of the Society, Miss Margaret Fox, 
F.C.A., and Mr J. F. Taylor, F.C.A. 
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Press Criticism Uncalled For 


President’s Protest at Liverpool Dinner 


‘Unjust and uncalled for’ was how 
much of the recent Press criticism of 
accountants was described by Mr 
Stanley Dixon, M.A., F.c.A., in Liver- 
pool last week. 

Responding to the toast of the 
Institute at the annual dinner of the 
Liverpool Society of Chartered Ac- 
countants, Mr Dixon, the President 
of The Institute of Chartered Account- 
ants in England and Wales, first 
referred to the subject of inter- 
communication throughout the Insti- 
tute. The events of last May, he said, 
had shown that the system of com- 
munication was not good. 


Proposals for improvement 


‘We on the Council have this very 
much at heart’, he said, ‘and we 
propose in the New Year to ask all 
the district Presidents to call meetings 
of their members which will be 
attended by Council members and by 
the Vice-President in order that you 
may know something of what we are 
thinking, and we may know something 
of what you think we ought to do. 
I hope you will respond to this effort 
on the part of the Council to improve 
communication.’ 

Mr Dixon then said that he in- 
tended to speak for a short time on 
‘truth’. ‘What is truth?. That question 
is of great significance to members of 
our profession who use the expression 
“true and fair” in their reports.’ 

To many people, he said, the idea 
of truth was something which was 
clear and distinct, like the mathe- 
matical proposition that two and two 
made four. Inevitably, when they were 
presented with a number of figures in 
a balance sheet, they assumed that 
there was only one answer to the sum 
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that was then set out before them. 
But nothing was absolutely and un- 
qualifiedly true. 

‘It is only true in the context in 
which it is presented’, Mr Dixon 
went on, ‘and most of our accounts 
are prepared in the context of a busi- 
ness which is to continue for an 
indefinite length of time. We slice up 
the history of a company and we 
prepare one slice of twelve months’ 
duration as an account of how that 
company is doing — a snapshot of the 
company’s affairs at a particular date. 
But all the time, expenditure is going 
on. Some is immediate; some — per- 
haps amounting to hundreds of 
thousands of pounds — may be to buy 
something which is going to be used 
for many years ahead.’ 

Mr Dixon continued: ‘You will see 
that the difficulty is that if you prepare 
a slice out of the continuous life of a 
company, you have to decide how 
much of that expenditure which is 
going on all the time has got to be set 
against the cost of the goods which are 
produced and sold in that period and 
how much has to be carried forward 
for future periods. It is inconceivable 
that any two boards of directors 
would arrive at the same answer to 
this question. It is a matter for the 
directors who alone are aware of the 
problems of the individual business 
and whose responsibility it is to decide 
what their view should be.’ 


Statutory duty 
‘It is the statutory duty of the auditor 
to satisfy himself as to whether that 
view is true and fair, or not. 

‘Why, then, is there criticism? It 
arises when the context against which 


the figures are prepared is changed — 
when, for example, there is a take-over 
and the conditions which determined 
the preparation of the accounts are 
changed. I think it wrong that our 
members should be criticized in these 
circumstances.’ 

Proposing the toast of the Institute, 
Professor D. Seaborne Davies, M.A., 
LL.B., J.P., gave a brilliantly witty 
speech. Accountants, he said, did not 
appear in Genesis but did in the Book 
of Numbers, while some went on 
through to the Book of Revelation. 
‘I gather that you started in Babylon’, 
he said, ‘where your efforts were 
recorded on clay tablets which are 
now sold as works of art to universities’. 
He gathered thatthe Emperor Augustus 
had started a system of public account- 


ing. 


‘A great history’ 


‘You have a great history as an 
Institute and are now not far from 
your hundredth birthday,’ he went on. 
‘The first President of the Liverpool 
Society was elected in 1870 . . . and 
the Charter of the Institute was 
granted in 1880.’ 

Again in jocular vein, Professor 
Davies said he hoped that the Institute 
would continue to flourish to all 
eternity. It was written, he said, that 
for every idle word a man spoke, he 
would have to render a full account on 
the Day of Judgement. ‘As a lawyer, 
I have spoken so many idle words that 
I shall need a good accountant’, he 
added amid laughter. 

The toast of the guests was pro- 
posed by Mr Roy Watson, F.C.A., 
President of the Liverpool Society, 
and Mr Clifford Brewer, M.B., F.R.C.S., 
responded. 
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PROFESSIONAL NOTICES 


Messrs DELOITTE, PLENDER, HASKINS 
& SELLS have opened an office at Rua 
Marqués de Subserra 15, Lisbon 1, 
Portugal, where Mr N. I. FERRAND, 
A.C.A., is resident manager. Mr 
FERRAND has served as a member of 
the firm’s staff in Rio de Janeiro, 
London and Madrid. 


Messrs PANNELL FITZPATRICK & Co, 
Chartered Accountants, of Kingston, 
Jamaica, announce that they have 
opened an office at 25 De Carteret 
Road, PO Box 16, Mandeville, 
Jamaica, West Indies, with Mr KEITH 
WILLIAM WALTER HURLEY, A.C.A., as 
resident manager. 


APPOINTMENTS 


Mr I. M. Hunter, c.a., has been 
appointed group financial controller 
and secretary of G. Brazil & Co (Hold- 
ings) Ltd. 

Mr J. F. Nash, F.c.a., has been 
appointed a director of Peureula 
Investments Ltd. 


Mr David J. Sebire, A.C.A., has been 
appointed a director of Berisfords Ltd. 


Mr R. S. C. Solomon, A.C.A., has 
been appointed to the board of 
Fletcher’s (Swansea) Ltd. 


Mr C. B. G. Turner, F.c.A., has been 
appointed a director of Canterbury 
and District Water Company. 


Mr David Thomson, c.A., previously 
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financial comptroller of Revertex Hold- 
ings Ltd, has been appointed finance 
director of the company. 

Mr R H. C. Aldred, F.c.a., has 


been appointed a director of Freemans 
(London SWo9) Ltd. 








SAS = 


Mr R. H. C. Aldred. Mr P. A. Bernard. 

Mr P. A. Bernard, A.C.A., marketing 
accountant of Inveresk Paper Sales 
Ltd, has been appointed a director of 
the company. 


INLAND REVENUE 
Surtax Office 


The Board of Inland Revenue has 
announced the following changes of 
address effective from November 25th: 

The Joint Stock Section of Com- 
panies Division has been transferred 
from Lyon House, 31-37, The Broad- 
way, Wimbledon, London SW ro, to 
Apex Tower, Malden Road, New 
Malden, Surrey (telephone o1-942 
8949). , 

The Share Transaction Section has 
been transferred from Lyon House to 
New Malden House, 1 Blagdon Road, 
New Malden, Surrey (telephone or- 
942 2455). St. 

On December 2nd, the Conjoint 
Office and the remainder of the Com- 
panies Division Sections will be trans- 
ferred from Lyon House to Apex 
Tower. 


DOUBLE TAXATION 
United Kingdom — South Africa 


A Double ‘Taxation Convention re- 
lating to taxes on income between the 
United Kingdom and South Africa 
was signed in London on November 
21st. On its entry into force the con- 
vention will replace the existing 
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Double Taxation Convention between 
the two countries and the text will be 
published shortly by HMSO. 


ABC OF ADVISORY SERVICES 


The National Economic Development 
Office this week published a useful 
booklet entitled Business Efficiency: 
An ABC of Advisory Services (HMSO, 
price {1 1s) setting out details of some 
250 organizations which can supply 
advisory services to all sectors of 
industry, agriculture and commerce 
in the United Kingdom. Organizations 
listed include trade associations, pro- 
fessional institutes, research bodies and 
Government agencies. 

The booklet is a substantially larger 
and more comprehensive edition of 
Productivity: A Handbook of Advisory 
Services published by NEDO after 
the 1967 national productivity con- 
ference. The degree of interest and 
many requests for further information 
generated by the first booklet en- 
couraged NEDO to carry out a new 
inquiry, the detailed information from 
which is incorporated in the present 
edition. 


PROPOSED INTEGRATION 
SCHEME 


Next Week's Meetings 


The following local discussion meet- 
ings of members of the various ac- 
countancy bodies have been arranged 
for next week. Members must produce 
their copies of the scheme to gain 
admission. 

The Institute of Chartered 


Accountants in England and 
Wales 


Tuesday : 


Manchester, New Century Hall, Cor- 
poration Street, 5.30 p.m. 


The Institute of Municipal 
Treasurers and Accountants 


Council members will attend the fol- 
lowing branch and section meetings, 
when the scheme will be discussed. 
Friday: 

London, S. Thames Section, Cavell 
House, Charing Cross Road, 1.45 p.m. 


FINANCE for Purchase, Practice or Partnership 


(Interest 13% above Bank Rate on reducing balance) 


J. W. SLEATH & CO LTD 


APPLY 


INCORPORATED INSURANCE BROKERS 


Tel. 01-242 437 


58 Theobald’s Road, London WC) 
5 
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MANAGEMENT DISCUSSION 
GROUP 


The Management Discussion Group 
of the London and District Society of 
Chartered Accountants will meet at 6.30 
p.m. on Monday next, at the National 
Liberal Club, Whitehall Place, SW1, 
when Mr A H. James, B.SC., F.1.S., 
F.S.S., will open a discussion on “The use 
of statistics in relation to management’. 

The membership subscription is 
10s per annum covering all the remain- 
ing meetings, and is collected on the 
first attendance. 


SOUTH-WEST LONDON 
DISCUSSION GROUP 


The next meeting of the South-west 
London Discussion Group will take 
place at the Kingston Hotel, 76 Fife 
Road, Kingston upon Thames, Surrey, 
on Thursday next, December 5th, at 
6.45 for 7 p.m. when the subject for 
discussion will be ‘Management ac- 
counting for the smaller business’. 


THE WARWICKSHIRE SOCIETY OF 
CHARTERED ACCOUNTANTS 


The 1968 Finance Act will be the sub- 
ject of a talk to be given by Mr K. S. 
Carmichael, F.c.A., at a meeting of The 
Warwickshire Society of Chartered 
Accountants to be held next Friday, 
December 6th, at the Chesford Grange 
Hotel, Kenilworth. 


THE ACCOUNTANTS’ CHRISTIAN 
FELLOWSHIP 


The monthly meeting for Bible reading 
and prayer will be held at 1 p.m. on 
Monday next, December 2nd, at the 
Church of St Peter-upon-Cornhill, 
London EC3 (entrance in Cornhill, 
near Gracechurch Street). The scrip- 
ture for reading and thought will be 
John, Chapter 1, verses 23 to 26. 


THE ACCOUNTANT’S DIARIES 
The publishers of The Accountant’s 
Diaries for 1969, Gee & Co (Publishers) 
Ltd, announce that despite the revised 
purchase tax rates introduced last 
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week, the prices of the 1969 diaries 
are to remain unchanged. The in- 
creased tax will be paid by the 
publishers. 

Demand for the whole range of The 
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Accountant’s Diaries has been heavy, 
and readers who have not yet obtained 
or ordered their copies are advised to 
do so without delay to avoid dis- 
appointment, 


THE INSTITUTE OF COST AND WORKS ACCOUNTANTS 
East Anglian Branch Dinner 


The annual dinner and dance of the 
East Anglian Branch of The Institute 
of Cost and Works Accountants was 
held on November 1st at the Great 
White Horse Hotel, Ipswich. The 
Branch President, Mr W. H. Hicks, 
A.C.W.A., was in the chair. 

In proposing the toast to the town of 
Ipswich, Mr G. P Clarke, F.c.w.a., 
a member of the Council of the In- 
stitute, recalled the history of some of 
the old buildings which had been 
preserved and mentioned some of the 
illustrious citizens of the past. The 
Mayor of Ipswich, Alderman O. S. 
Nunn, J.P., in his response, stressed 
the importance of ensuring harmony 
between old and new, particularly 
in connection with the town’s ex- 
pansion plans. 


The toast to the Institute was 
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Pictured at the dinner, /eft to right: Mr H. D. B. Wood, 


proposed by the principal guest, Mr 
H. D. B. Wood, 0.8.£., Chairman of 
the Eastern Electricity Board. Mr 
Wood contrasted the old style of 
accountant against his modern counter- 
part, and the provision of current 
management information as opposed to 
the one-time annual balance sheet. 
Responding to the toast, the President 
of the Institute, Mr R. Glendinning, 
M.A., C.A., F.C.W.A., referred to the 
important current topic of integration 
and expressed the hope that all 
members of the Institute would give 
serious study to the proposals before 
they cast their vote. 

Mr T. A. Imm, F.c.w.a., Branch 
Vice-President, proposed the toast to 
the guests and Mr Anthony Reed, 
managing director of William Pretty 
& Sons Ltd, replied. 
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O.B.E., Chairman of the Eastern 





Electricity Board, and Mrs Wood; Mr W. H. Hicks, A.C.W.A., Branch President, and 
Mrs Hicks; Mr R. Glendinning, M.A., C.A., F.C.W.A., President of the Institute, and 
Mrs Glendinning. 
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Value for Money 


EW taxpayers will have failed to note that the latest Govern- 

ment cuts on internal demand have fallen entirely on the private 
sector. According to one Ministerial statement this was because the 
public sector had already borne its share of the economies needed 
in the ‘agonizing re-appraisal’ of Government expenditure made a 
year ago! 

Nevertheless, when it is borne in mind that the public sector is 
nowadays responsible for spending well over two-fifths of the 
national income and for almost a half of all capital investment, the 
ordinary citizen-cum-taxpayer may be forgiven for wondering if 
there is not something in this massive expenditure which could be 
cut. The customary Ministerial retort to this observation is that 
expenditure depends on policy and the electorate prefer expansion 
rather than cut-backs in the provision of Government services. 

If, however, it is assumed that it is not practicable to cut the 
total outlays, is there any possibility that more might be done to 
ensure that the community is getting the services it needs and the 
best return on its money? On this point the Government conceded 
in its White Paper of February 1966 on Public Expenditure: Plan- 
ning and Control (Cmnd 2915) the need to develop ‘better methods 
to measure and compare a cost-effectiveness of alternative courses 
of action’. 

To date there is little evidence of such methods being applied 
and still less of the results. A new edition of Mr G. H. Peter’s 
excellent pamphlet, Cost Benefit Analysis and Public Expenditure 
(Institute of Economic Affairs, 7s 6d) refers to a number of recent 
ideas for application including the case of road-pricing to ease 
urban congestion, the use of cost-benefit analysis to town planning 
and urban re-development, as well as to the measurement of 
benefits from recreation centres in urban areas and the massive 
expenditure on education and the health services. 

The prospects of substantial increases in local rate demands 
next April will undoubtedly lend more than passing interest to the 
forthcoming publication of studies on the application of cost- 
benefit analysis to a wide range of local authority activities which 
are being prepared by The Institute of Municipal Treasurers and 
Accountants. 

Such methods enable Government departments, local authorities 
and other public agencies to determine the relative merits 
of computing allocations of resources. Even if there is a 
strong subjective element in the technique, the approach 
whereby all the relevant facts and variables are quantified does 
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ensure a more rational system of choice between ends. 

Unfortunately, none of these techniques help to 
answer the main question of our times, i.e. what 
proportion of the national product should be allocated 
by decisions of the State and its agencies. No one 
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nowadays disputes the case for some communal pro- 
vision, but is the individual to be left with nothing but 
the tax demands entitling him to those services 
which a paternalistic authority deems to be in his best 
interest? 





Managing the 
Economy 


py ONOMIC forecasting, as has often been ob- 
served, is an art rather than a science. Art or not, 
many people will view with some misgivings the 
latest efforts to predict the nation’s economic fortunes 
in the coming year. According to the latest Economic 
Review of the National Institute of Economic and Social 
Research, the balance of payments in 1969 is likely 
to be approximately in balance. Now the Economic 
Survey of the United Kingdom prepared by the 
Organization for Economic Co-operation and Develop- 
ment (HMSO 5s 6d) reports that in 1969 the UK could 
look forward to a balance on its overseas payments 
account approaching {500 million. 

The fact that two competent bodies of economic 
researchers can produce such conflicting forecasts 
is a fair indication of present uncertainties, as well 
as the limitations of modern projective techniques. 
The uncertainties are many. Thus, the latest measures 
taken by the Chancellor to limit domestic demand 
should help strengthen the balance of payments, but 
to estimate the extent of the improvement is another 
matter altogether. 

The higher outlay taxes should discourage con- 
sumption but if at the same time they destroy what is 
left of the Government’s incomes policy, they could do 
more harm than good. The import deposit scheme 
should help to curb imports but in all probability a 
more important factor may be the fact that by the 
New Year after the massive spending spree many 
households will have few savings left to draw upon. 

It is against this backcloth of economic uncertainty 
that Sir William Armstrong’s recent Stamp Memorial 
Lecture on Some Practical Problems in Demand 
Management: should be considered. The new head of 
‘the Civil Service is not an economist but has spent the 
major part of his service career working with economists 
and endeavouring to apply their policy recommenda- 
tions. On both counts, therefore, his views merit 
-consideration. 


Modern full employment policies have their origins 
in the 1944 Coalition Government’s White Paper on 
Full Employment. 'The ideas in that document repre- 
sented the logical application of Keynesian theory, but 
as Sir William might fairly have stressed, were designed 
for the pre-war rather than the post-war economic 
situation. For example, the niceties of fiscal policies 
were irrelevant in an economy where the continuously 
mounting level of Government expenditure and crip- 
pling taxation eliminated any real flexibility in fiscal 
management. 

Since those early days there have been a number of 
important improvements in economic information. 
There are the quarterly estimates of the national 
product, improved financial statistics to measure the 
impact of monetary policy which was not revived until 
1952, as well as recognition of the importance of time lags 
between the adoption of policies to vary investment or 
consumption and their effects. All this is to the good 
but it is idle to pretend that any amount of econo- 
metric techniques will produce ‘finger-tip’ control of 
the economy which is implicit in much of the criticism 
of Britain’s post-war economic policies. 

The most important conclusion of Sir William’s 
paper is not his suggestion that a cybernetics expert 
should join the economists in formulating their pro- 
jections and forecasts (any modern economist should be 
familiar with the problems of uncertainty in economic 
analysis); rather it is his implicit recognition that the 
consequences of trying to run the economy in such a 
way that the level of unemployment is virtually fixed 
at about 14 per cent of the registered labour force, are 
disastrous. 

Thus, the sharp checks which successive Chancellors 
have been compelled to employ to curb over-rapid 
expansion merely ‘injure the chances of economic 
growth ... can spoil the chances of getting wage and 
price stability .. . and can destroy competitiveness but 
not restore it.’ As every driver knows, progress on a 
long run is usually just as rapid and far less exhausting 
if one cruises with something in hand, rather than 
alternatively depressing the accelerator and then the 
footbrake to the floor. Some politicians have already 
learned this lesson ; some of the economists clearly have 
not. 


1 To be published shortly by the Athlone Press. 
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City Accountant's Tragic Death 


ORDS cannot adequately express the deep 
feeling of shock among accountants, particu- 
larly in the City, over the tragic death of Mr Leonard 
W. Shaw, B.SC., F.C.A., J.DIP.M.A., 
who was brutally shot on his way 
home from the office on Thursday 
evening last week. Mr Shaw was 
approaching London Bridge Station 
to catch his train to Orpington 
when the shooting occurred. On 
Monday of this week, two young 
men were charged at Tower Bridge 
Magistrates Court with his murder 
and were remanded in custody until December roth. 
Aged 56, Mr Shaw joined Price Waterhouse & Co 
in 1930 and had been a partner since 1961. He was 
admitted to membership of the Society of Incorporated 
Accountants (subsequently merged with The Institute 
of Chartered Accountants in England and Wales) in 
1942. In 1966 he was appointed senior executive 
director of Price Waterhouse & Co, an unlimited com- 
pany formed to operate the management consultancy 
practice of his firm. 

Mr Shaw held a number of professional and public 
appointments, including membership of the Institute’s 
Examination Committee and of The Joint Diploma 
Board for the Joint Diploma in Management Account- 
- ing Services, the Council of the Management Consult- 
ants’ Association, the Council of the Institute of 
Management Consultants, and the Economics and 
Business Studies Board of the Council for National 
Academic Awards. He was a Freeman of the City 
and a Governor of the City of London College. 

At the Oxford Summer Course of the Institute in 
1964, Mr Shaw presented a paper on “The role of the 
accountant in management consultancy’ in which he 
discussed present problems and future developments; 
the paper was reproduced in The Accountant of Sep- 
tember 5th and 12th, 1964. 

We extend our heartfelt sympathy to Mrs Shaw and 
her family in their grievous loss. 
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Managing Director's Taxable Benefits 


MÈ ARTHUR BRYAN, managing director of 
Wedgwood, has successfully withstood an appeal 
by the Inland Revenue to the High Court on the 
question of how much he should be assessed in 
respect of benefits provided by his employer. Mr Bryan 
had wanted to live in London but the company had 
required him to occupy a suitable house in North 
Staffordshire (where the company manufactures) in 
order to entertain customers. So the company bought 


and modernized a group of cottages in Tittensor and 


converted them into one large house of 4,515 sq. ft 
(compared with 1,400 to 2,000 sq. ft for a modern 
detached 4-bedroom house). It also contributed towards 
gas, water, electricity, insurance, etc., there. 

In 1963-64 the running expenses were £1,377 
(including the gross annual value £360) of which the 
company contributed £737. Of this £737, the appeal 
commissioners decided that only £392 was chargeable 


to tax on Mr Bryan. The Revenue argued that he ought- 


to pay tax on {614 being ten-twelfths of £737 (Le. 
the period of Mr Bryan’s actual occupation). 

According to The Times of November 29th, Mr 
Justice Pennycuick rejected the Revenue argument and 
upheld the decision of the general commissioners as 
being in all the circumstances fair, although on a 
wrong basis. 


When is a Business Taken Over? 


Steet ud 13 of the Redundancy Payments Act 
1965 continues to exercise the minds of lawyers. It 
applies where: 


‘(a) a change occurs (whether by virtue of a sale or 
other disposition or by operation of law) in the 
ownership of a business for the purposes of which 
a person is employed, or of a part of such a 
business; and 


(b) in connection with that change the person by 
whom the employee is employed immediately 
before the change occurs ... terminates the 
employees’ contract of employment, whether by 
notice or without notice.’ 


If the new owner renews the employee’s contract then, 
broadly speaking, the employee has no redundancy 
claim. In Lloyd v. Brassey (1968 3 W.L.R. 526) the 
Industrial Tribunal had held that the section applied, 
but the Divisional Court held that it did not. The 


Court of Appeal has now restored the Tribunals 


decision. 


Mr Brassey farmed 150 acres as a mixed farm, with 


milking cows, arable land and the rest, and he employed 
two men, one of whom was Mr Lloyd who had been 


with him for ten years at {16 a week, with a cottage at 


6s a week. Mr Brassey decided to move and in October 
1966 sold the land and buildings to a Mr Barlow for 
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£49,500. Mr Barlow deferred going into possession 
until the auction sale of live and dead stock in March 
1967. At that sale he bought 20 of the 46 cows and some 
of the equipment. He also kept on Mr Lloyd at £17 a 
week and let him live in the cottage rent free. 

Nevertheless, Mr Lloyd claimed redundancy pay 
from Mr Brassey on the ground that Mr Barlow had 
not taken over the business or part of the business. The 
Lord Chief Justice had upheld that claim. However, 
the Master of the Rolls said (according to The Times of 
November 27th) that the business of farming consisted 
in cultivating the land; the other matters such as cows 
and equipment were only ancillary. Therefore the 
business had continued. 

Moreover, Mr Lloyd had been employed continu- 
ously in the same job on the same farm doing the same 
work. If he were to be made redundant subsequently, 
then his redundancy pay would be based on all his 
period of service, including the period before Mr 
Barlow took over. Mr Brassey’s appeal was allowed and 
the Tribunal decision in his favour restored. The 
decision in Bandey v. Penn (1968 1 W.L.R. 670) was 
declared to be erroneous. 


New Capital Taxes 


EW practising accountants would dissent from the 

view expressed by Mr Oliver Stutchbury in his 
Fabian pamphlet, The Case for Capital Taxes (4s), that 
the capital gains provisions of the 1965 Finance Act 
have utterly choked the crucially important adminis- 
trative channel between the Revenue and the account- 
ancy profession. 

When these defects of capital gains taxes are 
combined with the disincentive effects of high surtax 
rates on what Mr Stutchbury refers to as the creators 
of wealth, the case for change is, for him at least, fully 
made out. He is equally concerned over the impli- 
cations of inherited wealth for the economy and the 
society, arguing that it perpetuates the control of what 
he describes as the conservers of wealth. In his opinion 
the taxation of income in Britain discourages the ener- 
getic thrusting executive and prevents him from 
accumulating capital, but, at the same time, leaves 
control of major sectors of the industrial and com- 
mercial world in the hands of conservers who have no 
incentive to add to their fortunes. 

Mr Stutchbury’s solution to this state of affairs is to 
offer an exchange of taxes. He would replace three 
taxes — the capital gains taxes, surtax and estate duty — 
which latter tax in his opinion is too easily avoided, with 
a graduated Gratuitous Enrichment Tax (GET). 
The essence of this tax is that any windfalls, pools wins 
and legacies should be subject to a progressive tax 
chargeable upon the cumulative sum of such gains. The 
rates of tax would be such that by the time an individual 
had received £22,000, each successive {£1,000 would 
bear tax at go per cent. 

As a quid pro quo for such a sharp capital impost it is 
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proposed that the top rate of income tax should be ros, 
i.e. 50 per cent. But executives and others would not be 
entitled to fringe benefits such as pensions, expenses or 
any benefit provided by employers below cost. In 
addition to the GET the author advocates a wealth tax 
starting at {50,000 so as to ensure a rapid re- 
distribution of capital. This tax would yield about 
£175 million, and the GET, after abolition of estate 
and stamp duty, a further Zoo million. This total 
revenue would offset the reduction in surtax. 


Powers of the Irish Auditor-General 


AN November 2oth the Dail considered formally a 
problem of principle which has excited consider- 
able public interest over the last year, as previously 
reported in The Accountant. It concerned the right of 
the Comptroller and Auditor-General to see any docu- 
ment which he thought necessary to ensure that public 
money was spent properly and efficiently. 

In August 1967 he reported to the Dail the refusal of 
the Secretary of the Department of Justice to let him 
see certain files and in December the Public Accounts 
Committee, having listened to the two contestants’ 
arguments, recommended to the Dail that the Auditor- 
General be entitled by law to examine whatever docu- 
ments he considered relevant to his audit. 

Underlying the dispute was the recent tendency of the 
Auditor-General to extend the scope of his audit from 
an examination of regulation into what is generally 
described as administrative efficiency. He insisted on 
the necessity to use non-financial background informa- 
tion in his study of important financial matters and 
that this, in fact, was merely the continuation of his 
department’s policy for the past 40 years. 

When the matter was before the Public Accounts 
Committee, the Secretary of the Department of 
Finance (explaining that he was making only a contri- 
bution to the discussion, not a formal final statement 
of viewpoint) deprecated the possibility of the Auditor- 
General’s right of access becoming a matter of legal 
definition. He suggested, however, that the Auditor- 
General should not concern himself with the grounds 
on which decision had been taken and might not have 
access to papers relating solely to the formation of 
policy. 

The Committee did not agree with this viewpoint 
and it recommended to the Dail that the Auditor- 
General should have access to such documents as he 
determined to be necessary and that this right should 
be given effect by law. 

The debate in the Dail was almost unanimous in 
supporting the Auditor-General. The Minister for 
Labour, speaking on behalf of the Government, out- 
lined Government thinking. The Government, he said, 
had considered the whole matter fully and had decided 
that papers and files should continue to be made 
available in accordance with the practice that had pre- 
vailed for the past 40 years. Should a minister refuse 
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papers at any time in the future, the Auditor-General 
could report the matter to the Dail. 

If files were of a particularly secret nature they 
could be made available personally to the Auditor- 
General and shown to him in confidence. ‘This is 
Government thinking’, said the Minister, ‘and I think 
it should be a solution of the problem’. What was 
wanted was not so much legislation as a resolution by 
the House on a problem between two conscientious 
officers. 

A more important point was made by the last speaker 
on the subject, Mayor de Valera, who stressed that this 
was not an issue of two men with differing viewpoints. 
It was a fundamental issue of the primacy of Parlia- 
ment, and of a challenge to Parliament’s right to knowl- 
edge. It was, in short, democracy versus bureaucracy. 

It was also, in short, a victory for the highest tradi- 
tions of the accounting profession. 


Tax-free £10,000 


AÈ a result of asking ‘What’s in it for me?’ a man 
received £10,000; and this the High Court has now 
held not to be chargeable to income tax in his hands 
(Dickinson v. Abel). 

Mr Abel’s wife was the grand-daughter of the late 
Joseph Wint, the trustee of whose estate owned a farm 
which contained gravel but which was in the Green 
Belt. For a time Joseph’s widow lived with the Abels 
but when Mrs Abel had to go into hospital Mr Abel 
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told Mrs Wint that he could no longer look after her. 
As a result, she cut both the Abels out of her will. 

The following year (1964) a number of people 
interested in the gravel approached Mr Abel asking 
him if the farm was for sale. One company offered 
£66,000 while another offered {£226,000 conditional on 
planning permission being given to extract the gravel. 
He transmitted these offers to the trustee, though 
neither he nor the trustee thought that planning per- 
mission would be given. In June 1964, a Mr Wallace, 
as director of Inns & Co Ltd, came to see Mr Abel and 
offered £100,000 without condition. He replied that he 
was in no position to say yes or no to the offer, which 
should be made to the trustee. 

At the end of the conversation with Mr Wallace the 
taxpayer said ‘What’s in it for me? and Mr Wallace 
said there would be {£10,000 if his company got the 
farm for not more than £100,000. He did not specify 
any services to be performed by Mr Abel, who told 
the appeal commissioners that he did not know what 
was in Mr Wallace’s mind. Mr Abel then telephoned 
the trustee who asked for his comments on the offer. 
He said that he personally would accept the offer, but 
he did not in fact advise the trustee to do so. The sale 
went through and the £10,000 was paid but Mr Abel 
at no time told the trustee about the £10,000. 

The Inland Revenue made a Case VI, Schedule D, 
assessment on Mr Abel who appealed. The appeal 
commissioners accepted his evidence as set out above, 
without any corroboration from Mr Wallace, and they 





The annual dinner and dance of The Association of Certified and Corporate Accountants was held at Grosvenor House, 
London W1, on Monday of last week, with Mr John P. Landau, F.A.C.C.A., President of the Association, in the chair. Mr Landau 
proposed the toast of ‘The Guests’ and the response was made by Sir Robert Megarry, Q.C., a High Court Judge. 

Pictured above (/eft to right) are: Sir Robert Megarry, Q.C.; Lady Megarry; Lord Goodman, Chairman, The Arts Council; Lady 
Aylestone; Lord Aylestone, C.B.E., Chairman, Independent Television Authority; Mrs E. A. Lediard Smith; Mr E. A. Lediard Smith, 
Vice-President of the Association; Mrs Landau ; Mr Landau; Lady Gluckstein ; Sir Louis Gluckstein, C.B.E., T.D., Q.C., D.L., Chairman, 


The Greater London Council. 
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discharged the assessment. The Revenue appealed, 
arguing that there was between Mr Abel and the 
company a tacit agreement under which he undertook 
to perform services in return for £10,000. The Revenue 
cited The Moorcock (1889) 14 P.D. 64. Pennycuick, J., 
rejected this submission, saying that the appeal 
commissioners’ findings of fact precluded it. It followed 
that there had been a bare promise unsupported by 
consideration, and the Revenue’s appeal accordingly 


failed. 


Mr Abel had also argued that he had a moral claim 
against the estate but the judge said that this had noth- 
ing to do with the purchasing company. He awarded 
costs against the Inland Revenue . 


etek a 


ANT 


~ 5 s 8 e . oe ‘ Bé ët A 
5 "7 ` Cé pha e Kc r ` ID AVY À a 


- 


Diemer 7th, 1968 


Post-cessation Receipts 


Kë Finance Act 1960 imposed tax on post- 
cessation receipts in order to extricate the Revenue 
from the position created by the House of Lords 
decision in Carson v. Cheyney’s Executor (34 ATC 
347). However, the new law was not retrospective and 
it seems that in relation to years before 1960-61 the 
Revenue have been fighting rearguard actions. One 
such action relates to royalties from the works of the 
late Sir James Barrie. 

Prior to his death Sir James entered into contracts 
with Hodder & Stoughton which continued to run 
after his death. He bequeathed the relevant copyrights 
to Lady Cynthia Asquith, along with certain other 





This 1s My Life 


by An Industrious Accountant 


WE were holding a meeting of departmental heads, 
when the door fairly rattled in its frame under a 
pile-driving rat-tat. A moment later it flew open to 
admit our new project manager in full stride. 

He’s really our erstwhile maintenance engineer who, 
as recently reported, was promoted to supervise our 
new building block, since when he’s been mentally 
intoxicated with his own grandeur. He now wears 
laced-up kneeboots and a fur-collared lumber-jacket 
and behaves like an Assyrian coming down like a wolf 
on the fold. 

However, he’s a good sort beneath the window- 
dressing, so we treat him like a strayed sheep and 
endeavour to put him on the right path. Moreover, he 
was now smiling broadly on all and sundry, so cordiality 
seemed to be indicated. 

He'd had rather a brainwave about optimizing liaison 
with accounts department, he enthused. It would cut 
out these silly wrangles we’d been having and would 
speed up communications and joint understanding, to 
say nothing of the reconciliation of figures. How about 
hauling up the flag and seeing who'd salute it? 

Anything that would eradicate wrangles, we beamed 
in reply, was music to our ears and balm to our hearts; 
we were at his service (to a reasonable extent and sub- 
ject to modifications) ; let him speak his piece. 

The recent wrangle, just for the record, derived from 
an alteration in the escalator layout on the second-floor 
blueprint, which would save over thirty-thousand not 
unimportant quid. He had refused to reduce his 
budget estimate, however, on the grounds that he 
might possibly want the cash for ‘other purposes’. He 
rejected our pressure for a separate budget. One big 


omnibus item was his plan and he stuck to it stubbornly. 

His brainwave, he smiled, would iron out those 
humps. How about assigning a cost accountant to the 
project staff, to report direct to him as PM, and to 
handle all construction costings and reconciliations? It 
would benefit the bod enormously, he claimed, getting 
away from being desk-bound for a spell, into real-life 
problems and learning what really made the wheels go 
round. 

While I was considering the undoubted ‘pros’ of the 
idea, Costs spoke up strongly about the ‘cons’. He 
personally was responsible for reporting on construc- 
tion figures; his chaps were skilled and experienced 
and the job didn’t justify a full-time appointment; why 
on earth should we duplicate the service unnecessarily? 

The PM argued that he wanted a personal financial 
assistant to sit in his office, climb around the site, and 
be always on call. It was a so-and-so nuisance phoning 
up every time he wanted figures and hearing that the 
bod in charge was at a meeting. What about allocating 
him Tishy, number two in costs, who might fit the 
internal audit chores into his spare time as well? 

Our chief internal auditor answered icily that he 
proposed to double the audit staff on the job immedi- 
ately, in view of the shambles arising from the PM’s 
recent effort to code ‘demolition of old garage’ to pre- 
ventive maintenance. Besides, audit surveys should be 
operated by executives of equal rank — not by juniors, 
and certainly should not be under the direction of the 
project manager. 

That indignant official repeated that divided com- 
mands led to friction; that the construction group must 
work as a team, and that accountants were always 
scheming to get on.top. The objective was surely to do 
the job — not to argue over the statistics ! 

Some assorted snide remarks followed about empire- 
building, evading surveillance, take-over skullduggery, 
and oddy enough, about chickens coming home to 
roost. Between all the disagreements, we unfortunately 
lost what might have been the germ of a bright idea. 


December 7th, 1968 


copyrights. In relation to the latter, Lady Cynthia 
made agreements with Samuel French Ltd, a United 
Kingdom company, and with Samuel French of New 
York, an American company. She then assigned all 
her rights to Mr Simon Asquith, who appealed 
against assessments made upon him under Case III 
of Schedule D in respect of all three groups of royalties 
for the six years 1953-54 to 1959—60 inclusive. 

The General Commissioners upheld the assess- 
ments on royalties from the American company on the 
ground that they fell within section 170 of the Income 
Tax Act 1952. They discharged the assessments on the 
royalties from Samuel French Ltd (the UK company) 
on the ground that these were paid out of profits 
brought into charge to tax, so that assessment on the 
recipient was precluded by section 169 of the Income 
Tax Act 1952. These royalties arose under the agree- 
ments made by Lady Cynthia after Sir James’s death 
and presumably Lady Cynthia did not make those 
agreements in the course of a profession. 


Capital 


|* deciding whether it is worth laying out capital on a 
particular project, we must ask the following ques- 
tions: 

(a) What do I get back for my capital outlay? 

(b) Is that enough to make the outlay worth while? 

The first question is more important than the second 
but the second should be dealt with first to get one’s 
thinking clear. 

The principal methods of calculating an answer to 
the second question are: 

(a) Pay-off period; 

(b) Discounted cash flow; 

(c) MAPI method. 


These are dealt with in turn in the following para- 
graphs. 


Pay-off period 
The method relating to the pay-off period is a very 
useful one and needs only simple calculations. It shows 
the risk involved, i.e. the shorter the period, the smaller 
the risk. 

But this method is not always enough on its own, 
as it makes no distinction between projects having a 
different life, different earning patterns or different 
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As regards the royalties arising under Sir James’s 
agreements with Hodder & Stoughton, being agree- 
ments made in the course of his profession, the appeal 
commissioners discharged the assessments on the 
authority of the Cheyney case. They rejected the 
Revenue argument that Cheyney did not apply where 
the rights had been assigned. Both parties appealed to 
the High Court. , 

Dismissing all the appeals, i.e. upholding the appeal 
commissioners’ decisions, Mr Justice Pennycuick, 
as reported by The Times of November 22nd in Hume v. 
Asquith, said that the Revenue argument about the 
scope of Cheyney was inconsistent with the judgments 
in Cheyney and in Stainer’s Executors v. Purchese 
(30 A.T.C. 291). His lordship added that if a pro- 
fessional man assessed on a cash basis assigned rights 
to receive fees during the course of the profession, the 
fees would not be income in the assignee’s hands. As 
regards the royalties paid by Samuel French Ltd, it 
could not be said that they were paid out of capital. 


Expenditure Control 
by R. P. WRINCH, B.A., F.C.A. 


terminal salvage values. Taxation and investment 
grants have to be taken into account and this is best 
achieved by stating the investment net of investment 
grants and non-recurring first-year tax rebates, and 
stating the project earnings net of corporation tax. 


Discounted cash flow 


By the DCF method one may calculate the rate of 
return at which all cash flows, discounted up to the 
same date, add up to zero. It has regard for the fact 
that the dates at which sums of money are payable or 
receivable is important (factors which are often 
overlooked) but unfortunately the calculations involve 
a lot of work. It also suffers from more serious dis- 
advantages — the main one being that often it does not 
solve the right problem. This is easy to see if one looks 
at the case of replacement projects. 

By the DCF method, the savings possible from the 
replacement machine are calculated by comparing the 
performance of the present and proposed machines 
over the estimated life of the new one. For example, if 
the new machine is estimated to last ten years, it is 
assumed that the old one will be kept for ten years 
longer. Even if the old unit can be used for the full 
life of the new one — which often it cannot — the real 
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choice is not between keeping it that long or replacing 
it now; it is between replacing it now or at any other 
later date. The assumption made in DCF calculations 
is of no use here. 

In the case of independent projects, there is a 
different problem. It is often impossible to make the 
predictions of revenue and costs necessary to a DCF 
calculation. More fundamentally, even when they can 
be made, if the predictions produce a rate of return 
higher than about 12 per cent after tax, it is unwise to 
rely on them. 

For example, an independent project showing a DCF 
rate of return of 20 per cent after tax would probably 
mean that: 


(a) additional competition would be attracted; 


(b) the consequent increase in capacity would lower 
sales prices; 


(c) sales prices would drop until they reached a level 
at which further competition would be just dis- 
couraged from entering; 


(d) the level at which further competition would just 
be discouraged from entering is that which is 
just high enough to provide a sufficient rate of 
return on capital (say about 12 per cent after tax). 


Of course, in practice, things do not work out quite 
as neatly as this. Sales prices may fluctuate around the 
theoretical level for a long time. The point is, however, 
that the level around which actual prices fluctuate is 
that at which it is just possible to earn a sufficient rate 
of return. The sales price based on the theoretical level 
is almost certain to be wrong in actuality but is likely 
to be nearer than any other type of estimate. 

For these reasons, therefore, it is submitted that the 
DCF method is not the most useful in evaluating 
capital investment proposals. 


MAPI method 


MAPI stands for Manufacturing and Allied Product 
Institute, a major United States trade association. This 
Institute, among many other activities, conducts 
research into administrative problems in the engineer- 
ing industry. For some time now, it has had an invest- 
ment formula which has been revised by the Research 
Director, Mr George Terborgh, and published in 1958 
under the title Business Investment Policy. 

With a colleague, Mr Max Puckridge, the present 
writer has found the MAPI approach to evaluating 
capital projects to be the most relevant. However, we 
started from first principles and worked on slightly 
different lines from Mr Terborgh, so the result, while 
owing its origin to him, is somewhat modified. 

What is here termed the ‘MAPI method’ is concerned 
with: 


(a) choosing a ‘qualifying’ rate of interest; 


(b) using this rate of interest to calculate the amorti- 
zation required in the first year; and 
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(c) comparing this with the savings or profits 
sacrificed by deferring the project for one year. 


It is assumed that the project earnings (i.e. the profit 
from continuing to operate the asset instead of dis- 
carding it) decline during the project life and the 
amortization is calculated accordingly. 


Choice of qualifying rate of return 


Two questions are posed: 


(a) What rate of return is sufficient? (i.e. minimum 
rate which will attract competitors); 


(b) What is the marginal cost of getting fresh capital? 


The sufficient rate of return depends on the risk 
involved. This is affected by the type of business, the 
period of investment and the payback period. It is here 
possible to make only a subjective assessment and the 
figure chosen is 20 per cent before tax, i.e. 12 per cent 
after tax. The marginal cost of obtaining fresh capital is 
likely to be lower than the rate of return chosen as 
‘sufficient’. 

Economists may think it odd that there is such a 
gap and the writer has often wondered whether the gap 
reflects the fact that entrepreneurs are in short supply. 
If both rates of return are the same, there is no problem. 
If there is a difference, then the higher one is recom- 
mended as the one to be demanded of investment 
projects. 


Amortization 


Amortization is the sum required, after all taxes and 
tax relief, to depreciate the asset and provide interest at 
the stipulated rate on the diminishing capital value. 

Given that earnings decline to zero during the 
project life, then it is submitted that the sum set aside 
annually to amortize the asset should be proportional to 
the project earnings. (In fact, projected future earnings 
will often exactly equal the sum required for amortiza- 
tion but this is beyond the scope of this article.) 

The table below shows some examples of the sum 
required for amortization on this basis. It assumes 
that earnings decline at a constant rate throughout the 
life of the asset, that there are no special tax allowances 
in the first year other than investment grants, and there 
is a final salvage value of zero. The percentage shown is 
applied to the net investment cost after deducting 
investment grants. 

It is a simple matter to make adjustments for a 
different pattern of earnings and to allow for some 
final salvage value. Corporation tax is taken at 424 per 
cent and annual tax allowances are taken at 15/25 per 
cent. 


Project life in years Amortization — per cent 





Mid-point Range Mid-point Range 
2 1} -2% 53 47/61 
I0 8-12 21 19/24. 
20 17-25 I5 13/16 


(The algebra needed to calculate the amortization 
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—but security costs a little extra 
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Scottish Widows’ about saving 
through life assurance, 
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teams. (Either way a guaranteed 
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and your policy can be used for a 
variety of purposes). And remember, 
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premiums will attract tax relief, 
while the proceeds are tax free. 
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The story of 
Leek and Westbourne 
7 could be summed up in one 
' sentence: in 1958 our assets 
came to £40 million; in 1968 
our assets exceeded 
£240 million. Which isa 
good reason why you should 
invest with us. 

There are other reasons. 

Security is one. Your money 

is safe with us, soundly invested. Service another. 
We offer expert advice at all our branches: advice 
on investments and savings, accessibility, and 
income tax. We also offer a very good rate of 
interest on which income taxis paid by the Society. 

But it is our dynamic growth, based on long 
experience, that makes Leek and Westbournea 
sound proposition. Money breeds money, if placed 
in the right hands. When you invest in Leek and 
Westbourne, you can safely leave the rest to us. 


Leek and Westbourne 


BUILDING SOCIETY (FOUNDED 1856) 
Member of The Building Societies Association 


Head Offices: 
LEEK: New Stockwell House, Leek, Staffs. 
Tel: (053 82) Leek 4351 (10 lines) 
LONDON: Westbourne House, Westbourne Grove, W.2. 
Tel: 01-279 2440 (6 lines) 
Branches and Agencies throughout the country 
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percentage is too laborious to include here, but the 
writer will be glad to supply i: to anyone interested — 
either direct or through the editor.) , 


Project earnings decline 


The MAPI assumption that project earnirgs decline 
during the life of the project is contrary to that 
generally made; for example, the ‘straight-line’ 
depreciation method assumes that asset earnings are 
constant. The assumption, therefore, needs to be 
pa 

By the term ‘earnings’ is meant profit from con- 
tinu:ng to operate the asset as compared wich retiring 
it. It follows that it is sensible to retire the plant only 
when its earnings are zero and before a loss sets in. To 
retire plant either earlier or later would be to lose 
profit. This fact should be kept in mind in reading what 
follows. 


The profit earning. ability of plant declines as a result, 


of: 


(a) Physical deterioration: earnings decline because 
of: 


(i) a rise in operating costs caused by fizhting off 
the effects of deterioration; 


(ii) lower income due to reduced effectiveness of 
the plant because of increased ‘down-time’ 
and down-grading in speed, accuracy, etc. 


(b) Obsolescence: development and intreduction of 
new, improved plant capable of producing more 
cheaply, or reduction and elimination of opera- 

tions as a result of changes in the design of, or 
the demand for, end products. 


Physical deterioration is continuous and does not 
happen suddenly at the end of the asset life. The etfect 
of obsolescence is not so obvious and needs illustrating. 

Suppose a computer bureau bought a computer 
about-ten years ago. This brought in a certain income for 
work done. As time went on new bureaux sprang up, 


using newer.and more competitive equipment, and job: 


prices went down. The first bureau s earning: from its 
asset gradually declined. 

This illustrates an important point which signifi- 
cantly affects the amortization rate. 


Go, no-go test 


If the savings expected from the project in its first rull 
year of operation exceed the amortization required, 
the project has passed thé test and should proceed. 

The MAPI and this writer refer to savings from 
the point of view of profit foregone if the project were 
deferred for one year, rather than savings expected 
from introducing the project. This really means the 
same thing but it is remarkable how this different angle 
throws new light.on the problem. 

An opportunity is lost if the investment is not made 
after a project is seen to pass the test. Furthermore, if 
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the rate of return adopted as a qualifying rate.is that 
demanded by potentia! competitors, and no investment 
is made, the company will fall behind its competitors.. 

Tt is ideal if all projects which pass the test can go 
forward but if rationinz is necessary, the urgency of the 
investment can be measured by the excess of profit 
foregone during the period of deferment over the 
amortization required. This measure expressed as a 
percentage of net investment shows relative priorities, 
as set out in Figure 1 below: 














£ 
Cost of project 30,000 
Investment grants 7,500 
Net investment £22,500 
Savings or profit foregone if Bes deferred one £ 
year Ba 10,000 
Amortization Ee in first year (standard’ earn- 
ings decline pattern, ro terminal salvage value, 
ten-year life) oe ra és 2,100 
Difference .. . £7,900-+- 








(1) Sign of difference is Juve: 
"GO NO-GO’ test. 

7,300 

22,500 


therefore project has passed 


(2) Priority index is £ =35 per cent 





Unreltiability of basic data 


It is important to evaluate the proposals: by some 
method or other. This fact is more important than that 
the MAPI method in particular should be used. There 
are two reasons for this. The first is the unreliability of 
the basic data. For example, it-is usually impossible to 
estimate the project life any closer than 30. per cent. If 
an engineer says a project will last 15 years, he EECH , 
means somewhere between ro and 20 years. 

Besides this, other errors must be added,. such as the 
effect on revenue and.costs, the estimated project cost 
itself, its estimated terminal salvage value, the earnings 
decline pattern, etc. All these additional basic errors 
make most academic arguments — already unreal — pure 
fantasy. The writer has even seen people working out 
rates of return to two decimal places! 

Secondly, estimating the profits which would be 
foregone through a year's deferment will often alone 
show whether to go ahead without any more detailed 
calculation. Thus the important thing is to estimate the 
consequences of introducing (or deferring) the project 
and not the arithmetic.to show whether this Geng a 
sufficient justification. 


Points of practice in obtaining data ` 


One should take care to include both direct and indirect 
effects of the project. For. example, if the amount 
of stock held is varied, changes in the, cost of storage 
such as handling, record keeping, rent, insurance, etc., 
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should be included. It'is also important to include the 
effects on working capital. If the project offers ad- 
vantages which cannot be measured in figures, such as 
safety, at least it should be described, but if possible 
‘one should endeavour to make some sort of estimate. 
Tf the project allows greater flexibility in the work 
‘schedule, this again is valuable and a figure should be 
‘put down for it. 

Other advantages which are difficult to put into 

figures could be portability, expansion of capacity of 
related facilities, company prestige, advertising value, 
etc., but a sum of money which is considered to be 
_ worth paying for these should be included. 
_. A word of caution is needed regarding maintenance 
costs; these are normally ‘lumpy’ and it is useful 
to think in terms of an average rate. One should 
not allow for future increases in maintenance costs as 
these are already included in the amortization formula 
as a decline in earnings. 


Proper attitude to capital expenditure 


The best reward of the pattern of thinking here 
advocated is the improvement in the attitude to capital 
expenditure. In engineering, spending money on 

capital is often discouraged. This is an unsound 
policy and the writer prefers that of his own company 
which may be stated as follows: 


“The company’s aim is to seek profitable ways of 
investing money in the fields of business it has chosen. 
Proposals to do this are therefore welcome. The com- 
pany hopes to be able to find sufficient money to take 
advantage of all sufficiently profitable proposals. A 
proposal is regarded as sufficiently profitable if it will 
earn 12 per cent after corporation tax (20 per cent 
before tax) on capital employed, before taking inflation 
into account - provided the business as a whole is 
sufficiently profitable. 

“To justify its expansionist attitude towards capital 
expenditure, the company will require more formal and 
detailed project evaluation studies than has perhaps 
been customary in the past. The company takes the 
view that all capital expenditure is reflected in some way 
or other in the profit and will ask for an assessment of 

- this effect to be made even when this is very difficult 
and a large amount of judgement and inaccuracy is 
i involved. i 


There are two popular myths which semi experi- 
ence has not supported. The first is that salesmen will 
always cut prices if given a chance and that they must 
be prevented from doing this. The second is that 
engineers want to over-equip factories, and therefore 
they also must be ‘controlled’. 

It has often been found that no one tells engineers of 
the financial tests their projects are expected to pass, 
and once they know what these tests are, they are very 
careful about how they spend money on capital. In 
fact, there is more need for dispcsing of the undue 
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‘caution that prevents wise suggestions being pur for- 


ward than the reverse. 
One therefore commends an explicit statement of 
policy such as that quoted above. 


Budgets, sanctions and discretionary 
expenditure 


Two stages are suggested for capital pendio 
proposals: 


(1) Long and short-range Gaeren including budgets 
for working capital. These budgets are not meant 
so much for specific projects as estimates of the 
money available for spending in -accordance with 
the financial tests. 


(2) Sanctions for the approval of individual projects, 
presented in such a way as to help later post- 
auditing. 


Projects below a certain amount may be delegated to 
be spent without higher approval provided that: 


(a) the total does not exceed the amount previously 
budgeted for expenditure without higher ap- 
proval; 


(b) executives use the same criteria which higher 
authorities would use for the same thing; 


(c) the spirit of the rules isnot broken by sub- 
- dividing into sums small enough to be sanctioned 
by lower authorities. 


The discretionary amount could be varied according 
to status. In the writer’s company it is varied according 
to the turnover. 


inflation 


The effects of inflation have not here been touched upon. 
In an economy where all costs and income inflate at a 
constant rate, except for the amount required for 
amortization, the earnings of assets may be said to 
increase in direct proportion to the rate of inflation, i.e. 
if 12 per cent after tax is the rate of return without 
inflation, and if inflation is occurring at 3 per cent per 
annum, the actual rate of return will be 15 per cent. 


Post-auciting 


Post-auditing is important because a record of invest- 
ments which have, on average, come up to predictions 
gives confidence in future proposals. The post- 
auditing should cover both the original cost estimate of 
the project as well as savings predicted for it. 

Post-auditing also enables those responsible for 
making such proposals to refine their estimates by 
experience. Those concerned are disciplined by the 
realization that their predictions are regarded_as targets 
to be achieved. It is not, however, simple as it involves 
an assessment of what might have happened if the 
project had been deferred. 
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Our Present Discontents 


An address by Sir Eric Roll,.K.C.M.G., C.B., 


to the London and District Society of Chartered Accountants 


IR ERIC ROLL, K.C.M.G., C.B., formerly a senior 

Civil Servant and now an executive director of DG G. 
Warburg & Co Ltd, merchant bankers, and a director of the 
Bank of England, spoke on the economic situation and 
its background at a luncheon of the London and 
District Society of Chartered Accountants held on Wednes- 
day of last week. In the course of his address, he szid: 

I want to confine myself mainly tc: eccnomic and political 
matters, and also I must be a little careful how strictly I 
interpret the word ‘present’, not only because of the long 
years of discretion imposed upon a Civil Servant but also 
because now I have to mind out what the ‘Old Lady of 
Threadneedle Street’? may think. So I shall try and say 
something rather general about the backzround to our 
present difficulties. 


Good overall performance 


Contrary to popular belief, the British economy. has 
really performed remarkably well ia the 23 years since the 
end of the war. Indeed, if you look at the performance in 
absolute terms, be it leadership in certain highly advanced 
technological industries, be it the reconstruction after the 
war, be it in terms of ensuring for its population a higher 
and more widely-shared standard of living, in all these 
matters the absolute performance is goad. ‘This is so even in 
terms of foreign trade and financiel stzength. 1 remember 
when I was an undergraduate — morz years ago than I care to 
remember - one of the things I first learnt about our 
foreign trade was that since 1857, or thereabouts, there have 
been very, very few years indeed in which we have managed 
to have a surplus on visible trade, and for more than a 
century our deficit on visible trade has been more than 
compensated for by our invisible earnings, the earnings of 
the ‘Square Mile’ and the incomz from overseas invest- 
ments. 

I remember when I worked under Sir Stafford Cripps in 
the Treasury.in the immediate post-war period, we would 
have regarded it as a remarkable achievement for the early 
seventies if we had managed by that time to double our 
exports and to cover a very much larger propcrtion of our 


imports with exports. Well, we have achieved that par-: 


ticular objective long since and I chink from. that point of 
view again the economy deserves.good marks.. Take our 
financial condition, We ended the waz with practically all 
our foreign investments gone, and look at us. now. I do not 
know what the latest figures are, bat I imagine that we are 
certainly next only to the. Americans in. the volume of our 
foreign investments. I suppose they.must De-something of 
the order of between £15,000 millon and £17,000 million. 
Now that is no-mean achievement in 23 years. , 

Why then the moans and the groans? Why a are we un- 
happy .and discontented? Why do Gcvernments fall from 
time to time over economic issues? I think the answer is 


simple — at least the first answer is simple. It is not the 
absolute performance of the economy that matters but it 1s 
its relative performance, and I do not mean by that only its 
relative performance in terms of some international league 
table, but rather more in terms of the tasks which we 
collectively in one way or another through the mysteries of 
our democratic process have imposed upon it. 

These tasks were very formidable when the war ended. 
There were not onlv the immediate tasks of making good 
the raveges and the wastes and the loss of construction in 
the war-time period itself, but there was the making good of 
the whole substance of the economy after four years or more 
of very exhausting struggle. There were certain social 
aspirations that had to be fulfilled. They were widely 
shared at the end of the war ~ if you cast your minds back, 
you will, I think, agree that they were very widely shared 
aspirations. May I say parenthetically that what we have 
done in this field is by no means out of line with what other 
countries have done. We must. not think that we are the 
only ores that have a welfare state, because most of the 
other countries have achieved progress in that field as fast, 
if not faster than we have. | 

Above all, on top of all that, what we have to remember 
is that we set ourselves the task of maintaining in the post- 
war years a posture in defence, in foreign policy and in 
terms cf the international monetary mechanism which had 
been established in quite different circumstances 100 years 
or so earlier, and without any thought to the ‘possibility 
of maintaining that posture in the changed circumstances. 
This, I think, is most clearly seen in what has happened 
to our balance of payments in the post-war period. 

t 
List of errors 


You can see it in another. way, too. I daresay that each 
one of us has his own favourite list of errors of Government 
policy mn the post-war period. I will give you some of mine, 
if you like. I think, for example, the terms on which the 
sterling balances were settled just after the war were 
excessively generous. I think that the attempt to restore 
converzibility of sterling in 1947 was premature, largely, I 
may say, under American pressure which we should have 
withstood; and the retreat from this premature convert- 
ibility which took place within a few months of it happening, 
if you remember, was, of course, much worse than if we had 
never attempted it at all. I think the failure to recognize 
the strength and the significance of the European inte- 
gratior. movement, as first seen in the Schumann Plan, and 
not to_ump on that bandwagon and to get hold of the reins, 
if that is the correct image, was another great error of post- 
war pclicy which, of course, continued for something like 
ten or 15 years thereafter. 

If you look at these, is there some common feature? Is 
there comething you can detect in all these that could give 
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us a clue as to why these errors were committed? J think 
there is. I think we have to come back to the point I made 
earlier — nearly all these stem from an uncertainty, not about 
what to do today or tomorrow, what to do about this item of 
taxation or that, whether to have investment allowances, or 
whether to have tax allowances in respect of investments and 
so on and so forth. They stem from a much deeper un- 
certainty about our posture in the late tweatieth century. 
We were moving this way and moving thet way, leaning 
towards the United States at one time, leaning towards 
Europe at another, preserving perhaps far too long the 
illusion that the Commonwealth over and beyond senti- 
mental and political ties had really lasting viability as a 
special economic concept. 

You may well remember the concept of the three rings 
with Britain standing at the centre of three circles, at the 
intersection of the Commonwealth, Europe and US. 
Looking back upon it, I think this was probably one of the 
gravest illusions because really to stand at tre intersection 
of those three rings would have required a strength which 
not only did we not possess but which is very doubtful any 
of the super powers today could possibly command. 

So I come to the point — what would have been necessary 
to remedy this deficiency? I think what would have been 
necessary to remedy them are qualities which are very rare — 
qualities of imagination, of vision and, perhars, above all, of 
courage. In the absence of these qualities we have made do 
with economic management and, alas — and I speak as one 
trained in what I regard as a very important and a very 
fruitful science, economics — alas, it is no substitute. I 
am sure that no one in this room would for one moment 
confuse the science of accountancy with the art of business 
management. Similarly, I think it was a grave error to 
think that economic management, however refined, how- 
ever much based upon the latest advances of economic 
theory and econometrics, statistical techniques, and all the 
rest of it, can possibly be a substitute for a courageous 
vision of the fundamentals of our situation. I say this, 
I need hardly stress here, without any partisan concern 
whatsoever because, as I said before, the qualities that 
would have been necessary to see these problems soon 
enough are very rare on both sides of the House and in both 
Houses. 


Some advances and improvements ~ 


In this rather lofty view of our troubles and of the back- 
ground of our present discontents, I must say that there 
have been some advances and some improvements in recent 
years. I am rather reminded of a remark which is credited to 
the Israeli Foreign Minister who said recently that govern- 
ments, like individuals, always behave with the utmost 
wisdom after all other alternatives have been exhausted. 
This may well be our situation. I take some comfort from 
the fact that during the last few years we have seen a whole 
procession of sacred cows being gently but firmly led to the 
slaughter. In regard to our ability to maintain a certain 
defence posture, certain things have happened which I 
think would have been unthinkable five or ten years ago. I 
think some of the recent events in regard to the reserve 
currency function of sterling also show a greater sense of 
realism of what is and what is not possible ir. the modern 
world. I think there are things now being said and debated 
which five years ago would have been regarded as almost 
approaching blasphemy. And that is all to the good. 

But I think there is still a great deal which remains to be 
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done. I think these shocks we have experienced in the last 
three or fcur years, particularly in the international mone- 
tary field, may well lead to some review of our present 
arrangements, perhaps on the lines originally envisaged by 
Keynes at Bretton Woods which, alas, he was not allowed to 
carry out. You know it is one of those curious things. 
Nations seem to be dancing a dance in which partners and 
positions are always changing. -At Bretton Woods, the 
Americans would not let Keynes have his way to make the 
IMF a central bankers’ Central Bank. If we had it today 
things would have been very different. Six years ago at the ` 
IMF meeting in Vienna, a system of relatively modest 
pooling of reserves, a multi-currency account, was re- 
commended. Again the Americans wouldn’t have it. Later 
on, they would have been delighted with it, but it was no 
longer generally acceptable. And so it is, each time someone 
has advocated something the others have not supported it, 
and then they change places again. 

But perhaps there is a prospect now of people learning 
from their mistakes and learning from the shocks we have 
had. Perhaps there will be another Bretton Woods. I am not 
very confident that it will happen very soon, or that it will 
not be a very difficult struggle, when it does happen, to get 
some more rationality into our international affairs. But, at 
any rate, things seem to be on the march. 


New attitudes 


I think in our country too, attitudes still require to be 
changed. It is so easy when you talk to a person across the 
table to recognize that human beings are, just to take one 
example, moved by all kinds of different motives. The profit 
motive is not by any means what moves any one individual 
all the time to the exclusion of other things, any more than 
loftier moral motives and objectives. But it is terribly hard, 
despite slogans about living in a mixed economy, and so on; 
to make some people realize that, for example, the profit 
motive is a perfectly normal and reasonable concern for in- 
dividual material betterment- that is to say not only anormal 
human instinct but also a valuable instrument for regulating, 
to some degree spontaneously, the actions of individuals and, 
therefore, the actions of the economy as a whole. I am by no 
means an unqualified, or undiscriminating admirer of things 
Americar, but I think we would be awfully foolish not to 
learn from some of the things in the United States, for 
example, in regard to the profit motive and the ordinary 
human desire for material betterment. 

But, above all, what I think distinguishes us from the 
best in the United States or in North America generally is 
the attitude to change itself. There was a very great British 
mathemetician who subsequently went to live in the United 
States and became a great American philosopher, Alfred 
North Whitehead. One thing he said was something to this 
effect — I dc not remember his precise words ~ ‘A: society 
will surely perish which doesn’t do reverence to its symbols. 
But a society will surely not survive if it is not prepared to 
revise its symbols from time to time.’ Now in this country I 
think we have managed for a long time in our history to 
achieve this terribly delicate and difficult balancing act 
between the symbols to do reverence to and the symbols to 
revise. I thirk, perhaps, we have been a little too much one 
way and I think the time has probably come when we should 
welcome change rather more readily and indeed sometimes, 
as the Americans do, go out and seek it. I am convinced 
that a perpetual posture of veneration for what is, is not as 
good as one of ready welcome for what might be. 
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Estate Duty Planning 


A. the Oxford Summer Course ir. 1959, Mr B. G. Rose 
gave an excellent paper entitled ‘Some practical aspects 
of death duties’. Since then there have been considerable 
changes in estate duty law and I have tried to include 
most of those which affect Mr Rase’s paper. Subject to 
this my aim has been to confine myself to principles as 
far as possible. In preparing this paper I have received 
much valuable help from certain members o? the Courses 
Committee and from Mr Rose who has also Kindle allowed 
me to include in an appendix the section of his 1¢59 paper 
dealing with family companies. — now record my deep 
appreciation of this most welcome assistance. 


Estate duty 


2. Estate duty is levied on all dutiable property . which 
passes or is deemed to pass on death and the rate is fixed 
by aggregation of such property. To avoid it therefore 
one must: 


(a) be domiciled outside Great Britain and mirimize 
the property situated in Greet Britain; or 

(b) minimize the property which passes or is deemed to 
pass; or 

(c) avoid aggregation of what passes or is deemed to 
pass;or 

(d) take advantage of any reliefs or exemptions available; 
or , 


(e) combine as many as possible o= the above. 


Planning principles 

3. The object of estate duty plann:nz is to assist the potential 
taxpayer ‘to be astute to prevent, so -ar as he honestly can, 
the depletion of his means by the Revenue’ The methods 
which may be adopted fall into the following categories: 


(a) abandonment of Great Britain domicile and removal 
of property to more favourable locations; 


(2) reduction of the estate by gratuitous disposals in 
lifetime; 

(c) reduction of the value for estate duty of assets retained ; 

(2) investment in assets which are exempt from duty; 


(e) investment in assets whick. qualify for a reduced rate 


of duty; 

(f) investment in assets which are not aggregable, (i) by 
reason of their nature, (ii) because they are treated as a 
separate estate. 

Because of the principle of aggregation, methods (b), (c), 


The first part of a paper presented at the Cambridge Summer 
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(d) and (f) can have the effect of reducing the duty on the 
whole of the estate retained at death. 


Capital gains tax 


4. After the abolition oz legacy and succession duties in 
1949, estate duty was the only impost levied on death. On 
all deaths after April 6th, 1965, however, capital gains tax 
is also chargeable on the excess of the value of property 
passing on the death over its original cost or its value at 
April 6th, 1965. Mr Stanley Kitchen’s paper at this course 
last year gives a’ very useful summary of the relevant 
provisions. Capital gains tax payable on the ‘disposal by 
death’ is itself an allowable deduction for estate duty 
purposes. 


5. In addition, capital gains tax liabilities may arise on the 
application of the methods summarized in paragraph 3 
above as follows: 


(a) Gratuitous disposals in lifetime — if a chargeable 
gain arises it will be assessable; if a loss arises it will 
probably not be allowable as a deduction from charge- 
able gains in the same or in subsequent years unless the 
latter arise on dispcsals to the same person in the same 
capacity. This arises from the fact that the donor and 
donee will usually be ‘connected persons’.* Transfers 
between husband and wife, however, do not give rise 
to an immediate liability to capital gains tax. 


(b) Reductions in vale of assets retained — in certain 
circumstances transactions which have the effect of 
reducing the value of assets may be treated as ‘dis- 
posals’ for capital gains tax purposes. 


(c) In order to invest in assets which are exempt, 
dutiable -at reduced rates, or non-aggregable, the 
client may have to realize existing assets which may in 
turn give rise to chargeable gains. 


6. In considering any scheme it is important to take these 
factors into account where they apply, and to ensure that 
the client is told that capital gains tax liabilities will arise 
and that provision is made for cash to be available to 
meet them. 


Abandonment of domicile and removal of 
property outside the UK 


7. This method is obviously of limited application. It 
requires that the individual in effect exiles himself for the 
benefit of his heirs. It is not enough merely to go and live 
abroad for long pericds. If the tax-haven selected is out- 
side the sterling area, there are restrictions on the removal 
of capital. Property remaining in the United Kingdom, 
other than certain exempt Government securities is 
dutiable on the death of a person wherever domiciled. 


1 Per Lord Clyde: Ayrshire Pullman Motor Services Ltd and 
David M. Ritchie v. CIR. 


* Finance Act 1965, Schedule 7 (15). 
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8. Immovable property abroad is no longer exempt from 
estate duty in the estate of a person domiciled in Great 
Britain.: Subject to this the outline of the position set 
out in Mr Rose’s paper still applies. 


Reduction of the estate by gratuitous disposals 
in lifetime 


g. This heading covers the following: 
(a) absolute gifts; 
(b) gifts to settlements; l 
(c) disposals of interests in settlements. 


Absolute gifts 


10. The Finance Act 1957, section 38, substantially amended 
the valuation of gifts for estate duty purposes. Section 64 
of the Finance Act 1960 introduced ar. abatement of the 
dutiable value of gifts after two, three and four years 
while leaving the absolute exemption after five years 
unchanged. 


11. The Finance Act 1968 has changed the position with 
regard to: 


(a) the ‘period of charge’ 
(b) marriage gifts; 
(c) normal expenditure gifts. 


The following paragraphs summarize the position. 


The ‘period of charge’ 


12. If the donor survives the making of a gift (or other 
disposition) by seven years, or one year if it was in fevour 
of a charity, the gift is exempt. Death on the seventh 
anniversary qualifies for the exemption. If the donor 
survives the gift by six, five, or four years the value to be 
brought in for estate duty purposes (including aggrega- 
tion) is abated by 60 per cent, 30 per cent or 15 per cent 
respectively. It should be noted that a gift will not fall 
within the £500 exemption (see below) if its value before 
abatement exceeds that figure. 

In the case of gifts made before March a2cth, 1966, the 
percentage reduction which would have been applied iz the 
death had occurred on March 19th, 1968, will stand, but no 
further reduction will apply until the expiry of the periods 
specified above. Thus the value of a gift made on March tst, 
1965, will abate as follows: 


On death after February 28th, 1967 15% 
SEENEN » 29th, 1968 30% 
i he „ 28th, 1969 30% 
e SE 8 28th, 1970 30% 
as » 28th, 1971 60% 
uae »  2gth, 1972 100% 


Valuation 


13. The provisions of section 38, Finance Act 1957, still 
stand and the gift will be valued (subject to the abatement 


ACCOUNTANT 


‘December 7th, 1968 


above) at the market value of the subject-matter at the 
date of the death. If it has been sold for cash by the donee 
before the donor’s death the proceeds will fix the value. 
If it has been exchanged wholly or partly for any other 
property before the donor’s death the value of the property - 
substituted will be taken. If the subject-matter is shares 
+o which an assets basis of valuation would have ‘applied | 
if they had been retained by the donor, it will still apply in 
valuing the gift. The income from a gift, accumulations of 
such income, and other accretions, e.g. ‘winnings’ on 
Premium Bonds, are not part of the dutiable subject- 
matter. 


Exempt gifts 


14. Certain gifts are exempt even if death occurs within 
seven years: 


(a) gifts not exceeding {100 to any donee? — this relief 
is now largely superseded by (b) but applies also to 
settled property. There is no marginal relief. 


(b) gifts not exceeding £500 to any donee.* This does not 
apply to settled property. The practice is to allow the 
relief if the value did not exceed {500 either at the date 

of gift or at the date of death. If, however, there is more 
than one gift to the same donee the aggregate value 
must not exceed {500 at the dates of the gifts or at the 
date cf death. Marginal relief is available for gifts 
which exceed £ 500.5 The £100 and £500 limits are 
not cumulative. | 


(c) gifts in the nature of payments in advance (e.g. a 
lump sum payment of school fees direct or through 
certain insurance schemes) are treated as having a nil 
value at the date of death. 


(d) gifts for national purposes. 


Marriage gifts 


15. Following the case of Rennell v. C.I.R., section 53 of 
the Finance Act 1963 modified the rules for gifts in con- 
sideration of marriage. In turn the Finance Act 1968 
contains further modifications and limitations. The 
position regarding marriage gifts varies therefore depending 


. On when they were made. There are in effect three 


categories: 
(a) dispositions made before April 4th, 1963; 
(b) dispositions made on or after April 4th, 1963, but 
before March 2oth, 1968; 
(c) dispositions made on or after March 2oth, 1968. 


16, In the case of a gift or settlement made before April 
4th, 1963, whether by a party to the, marriage or by some 
other individual, immediate exemption from estate duty was 
given by the Finance (1909-10) Act 1910, section 59 (2), 
if the disposition was made (a) in consideration of a 
marriage (b) to, or for the benefit of, the spouses and 
issue of the marriage or any of them. The exemption also 
applied where parties outside the marriage consideration 
were included as additional beneficiaries.® 


3 Finance (1909-10) Act 1910, section 59 (2). 
4 Finance Act 1949, section 33 (1). 

’ Finance Act 1957, section 38 (11). - 

$ Rennell v. CIR. 
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ro, Dispositions on or after April 4th, 1963, only qualify 
for immediate exemption: 7 


(a) in the case of an outright gift if or in so far as it is a 
gift to a party to the marriage: 


(5) in the case of any other disposition if the beneficiaries 
are limited to the parties to the marriage, issue of the 
marriage, spouses of the issue, subsequent spouses of 
the parties to the marriage and the issue, etc., of a 
subsequent marriage of the parties o the original 
marriage. 


The exemption is not, however, lost if provision is made for 
persons outside the above categories to be included as 
beneficiaries to take on the failure of issue of the marriage. 
Issue for this purpose includes legitimated and adopted 
children. 


18. With regard to dispositions on cr after March 2oth, 
1ç68, the Finance Act 1968 provides for limitations on the 
amount of any marriage gift which quelifies for exemption. 
For this purpose such gifts fall into two classes: 


(2) Those made by a party to the marriage or by a 
parent or remoter ancestor oT a party to the marriage. 
In this case an exemption limit of £5,000 is fixed. 


(b) Those made by any other person where an exemp- 
tion limit of {1,000 is fixed. If more than one gift is 
made by any one person on any one marriage the excess 
of the aggregate value over zhe above limits does not 
qualify for the exemption and the excess is spread 
rateably between the gifts ror estate duty purposes. 
The value of gifts for the purpose of this exemption 
is to be arrived at before applying the ‘abatement’ 
under section 64 of the Finence Act 1960 (see above). 


19. There is also relief from stamp duty on marriage gifts 
which qualify for exemption under section 53, Finance 
Act 1963. A marriage gift which exceeds the new limits 
will still wholly qualify for stamp duty relief. 


20. There is no exemption from capital gains tax for 
marriage gifts. 


Normal and reasonable expenditure 


21. Section eo (2) Finance (19¢9~19) Act 1919 provided 
exemption for “gifts which are proved o the satisfaction 
of the Commissioners to have been part of the normal 
expenditure of the deceased, and to have been reasonable, 
having regard to the amount of his income, or to the 
circumstances’. Section 37 of the Finance Act 1968 now 
provides that the exemption is to apply to 


‘a gift if it is shown to the satisfaction of the Board or, 
on an appeal under section 12 of the Finance Act 1894, 
of the Court entertaining the appeal that the gift was part 
of the normal expenditure of the deceased, that the 
deceased made the gift out of his income and that, after 
allowing for all gifts forming pert of his normal expenditure, 
the deceased was left with sufficient income to maintain 
his usual standard of living’. 


The section goes on specifically to exclude fror this defini- 
tion premiums on annuity-linked: life policies. It is not 
very clear to what extent the new definition aiters the 
position as it was understood to ex:st pzior to the new Act. 
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It was always understood that gifts which encroached on 
capital could not be regarded as falling within the exemption. 
‘Normal’ will presumably continue to be regarded as 
meaning ‘habitual’. One can only assume that it was felt 
that the exclusion of the ennuity-linked policy premiums 
on its own was not enough, in spite of the fact that this 
provision has only come before the Court once in the 
58 years it has been on the statute book.’ 


Gifts for public or charitable purposes 


22. The time limit for exemption from estate duty of such 
gifts remains one year. There is no precise definition of 
public purposes, but they do include the funds of a 
political party. Charitable purposes appears to have the 
meaning usually applied for the purposes of the taxing 
statutes generally. The Estate Duty Office will state in 
advance of the donor’s death whether a gift is accepted as 
falling within the definition. 


Debts 


23. The gratuitous assignment of a debt to a donee other 
than the debtor is a gift. Time starts to run when the 
formalities of an effective assignment are complete. A 
gift of a debt to the debtor himself, i.e. a voluntary release 
of the debt, is treated as a gift like any other, as is a 
disclaimer of rights to property, including a legacy under 
a will. However, if a surviving spouse disclaims his or her 
rights to the capital sum under the Intestate’s Estates Act 
1952, the Revenue practice is not to claim duty. 


Gifts must be complete 


24. Time does not start to run until the gift or disposition 
is complete, and this re is strictly enforced. Certain gifts 
pass by an act of delivery and if there is any doubt this 
should be done formally before witnesses. A gift by 
cheque is not complete until the cheque is actually cleared 
and paid. Care should be taken to ensure that whatever 
is required in any particular case to complete the gift is 
done as early as possible. 


Cash or specie 


25. An absolute gift of cash is valued for duty purposes on 
the donor’s death within the period of charge at the 
amount actually given, regardless of how it has been applied. 
If the cash is used to buy property from the donor this. 
still applies. In the case of property which is likely to 
appreciate in value, this procedure is preferable to a gift 
of the property. It is important that the sale of the property 
is for full value, since ny element of bounty would involve 
a charge to estate dutv on the bounty proportion of the 
value of the property on the donor’s death within the 
period of charge, if, as is usually the case, the donor and 
donee are related. If tae property is a chargeable asset for 
capital gains tax and the donor and donee are ‘connected 
persons’, the market value will have to be agreed with the 
Revenue for capital gains tax purposes, and the position. 
can be settled then. 





1 AG for Northern Ireland v. Heron. 
8 Potter v. C.LR. 
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Donor must be excluded from the property with 
no reservation of benefit’ 


26. It must be shown that bona fide enjoyment and pos- 
session were assumed by the donee immediately the 
gift was made and are retained to the entire exclusion of 
the donor, and also that no benefit was reserved to the 
donor by contract or otherwise. Failure to do so means 
that time does not start to run until all the above condi- 
tions are fulfilled. It is even desirable that the donor 
should be excluded from acting as a trustee of any pro- 
perty he has given, although this does not, of itself, lead to 
him being regarded as not excluded. In the case of gifts 
between spouses care must be taken to ensure that the 
donor is in fact excluded. The income from the gifted 
property: should not be paid into a joint bank account or 
one on which the donor has power to draw. The reserva- 
tion of a benefit is also strictly interpreted and includes a 
benefit reserved otherwise than out of the subject-matter 
of the gift itself. By reason of section 35 (3), Finance Act 
1959, the scope of the law regarding benefits reserved by 
contract or otherwise was extended to include a benefit 
obtained by the donor by virtue of any associated opera- 
tions of which the gift was one. For this purpose the very 
wide definition of associated operations in section 59, 
Finance Act 1940, is applied. 


Joint property 


27. Contrary to popular belief, the putting of property by 
its absolute owner into joint ownership does not of itself 
achieve any avoidance of liability to estate duty. In general 
such property will form part of the estate of the original 
owner no matter now long he survives the transaction.!° 
By concession, however, the Revenue will only claim duty 
on that share of the property which the original owner 
retains, if it can clearly be established that the donee or the 
part not retained took an immediate interest in possession 
and has had bona fide enjoyment of his share to the 
exclusion of the donor for the appropriate period (i.e. seven 
years in respect of gifts after March roth, 1963). In the 
case of a house provided by a husband and put into the 
joint ownership of his wife and himself and occupied by 
‘them for the appropriate period, only a half-share will be 
dutiable on the death of either. On the other hand, invest- 
ments similarly provided and held would only be given the 
benefit of the concession if each spouse’s share of the 
income is paid into his or her own bank account and is 
enjoyed by that spouse to the exclusion of the other. If the 
income is paid into a joint bank account used’ for a general 
family purpose the concession is not given. ‘This position 
has been slightly modified by the Married Women’s 
Property Act 1964 which provides (section 1): 

‘If any question arises as to the right of a husband or 
wife to money derived from any allowance made by the 
husband for the purposes of the matrimonial home or for 
‘similar purposes or to any property acquired out of such 
‘money the money or property shall, in the absence of any 
agreement between them to the contrary, be treated as 
belonging to the husband and wife in equal shares.’ 


This does not apply to contributions by the wife. Payments 





® Customs and Inland Revenue Act 1881, section 38 (2) (a) as 
amended. 


16 Customs and Inland Revenue Act 1981, section 38 (2) (8). 


ACCOUNTANT 


December 7th, 1968 


of mortgaze instalments on a matrimonial home in the sole 
name of the husband have been held not to fall within the 
ambit of the section.4! 


Gifts mortis causa 


28. By definition a gift mortis causa is one made in con- 
templation of death and on the condition that, if death 
does not in fact occur, it is recoverable. Such gifts are always 
dutiable in full 79 


Gifts to settlements 


29. The requirements essential to ensure that time begins 
to run as soon as possible after the making of a gift and 
the other provisions relating to gifts generally, as set out 
above, apply to gifts to settlements. In particular: 


(a) the period of charge rules apply to each separate 
transfer of property to a settlement; 


(5) the £100 exemption applies (but not the £500); 
(c) the rules for marriage gifts are basically the same; 


(d) the transaction must be complete before time begins 
to run; 


(e) the donor must be excluded from the property; 
{f) there must be no reservation of benefit. 


30. A settlor and the trustees of his settlement are by 
definition ‘connected persons’ for capital gains tax pur- 
poses.?9 If a gain results from the comparison of the market 
value of property transferred by the settlor to his settlement 
with its cost or April 6th, 1965, value, it will be chargeable. 
If a loss results it can only be set off against gains arising on 
otter disposals to the settlement in the same or a subsequent 
year of assessment.4* Care should be taken to ensure that 
the benefit of any potential losses is not foregone as a result 
of these provisions. 


31. If shares in a family company are to be given to a 
settlement, care must be taken to ensure that any loans 
made to the company by the settlor or the spouse of the 
settlor are repaid before the shares are settled. If any such 
loans are repaid, to the extent that the trustees hold un- 
distributed income at that date, they will be grossed up 
and treated as income of the settlor.*® 


32. The position of accumulation trusts as set out in Mr 
Rose’s paper has been altered by section 13 of the Per- 
petuities and Accumulations Act 1964. It is now possible 
to have a power of accumulation which does not cease on 
the death of the settlor and which can be as long as 21 
years compared with five previously (or seven under 
the new extension of the period of charge). Care must, 
however, always be taken to see that the death of the settlor 
does not in any way change the beneficiaries or their 
interests, in order to avoid a charge to duty on the settlor’s 
death outside the period of charge. In his Budget statement 
on March "erh, 1968, the Chancellor of the Exchequer, 


11 Tymoszcauk v. Tymoszczuk. 

12 Customs and Inland Revenue Act 1881, section 38 (2) (a). 
13 Finance Act 1965, Schedule 7 (21) (3). 

if Finance Act 1965, Schedule 7 (17) (3). 


15 Income Tax Act 1952, sections 408 and 411; Potts’ Executors 
v. CJR: CLLR. v. de Vigier. 
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referring to the proposals for aggregating the income of 
children with that of their parents, said 


. the picture will not be complete until we have dealt 

. with certain associated questions. such as the use of 
settlements to accumulate income. I give notice now that 

. in next year’s Budget I will attend tc these details so that 
.. the legislation as a whole can come into effect from April 


6th, 1969’. 


It is possible that the threatened lezislaticn could have 
unpleasant side-effects on the estate duty position. It is 
suggested that in any settlements which are drafted before 
next year’s Budget, it should be made clear that the dis- 
cretion to accumulate is a mere power which the trustees 
may, but need not, exercise. 


Valuation 


33. The valuation for estate duty purposes cf a settled gift 
differs slightly from that of an abso_uce gift. By sectior. 38 
(8) of the Finance Act 1957 the property deemed to pass 
on the death of the donor within the period of charge is 
that which is comprised in the settlement at the date of 
death, except to the extent that it ‘neither is nor repre- 
sents nor is derived from property originally compr-sed 
in the gift’. This rule applies equally to settled cask so 
that there is substituted for the value of cash given by the 
donor, the value of any assets acquired wita that cash. 
Accumulated income of the property settled is excluded. 
If property settled by a gift is taker, cut of zhe settlement, 
e.g. by the exercise of a power o advancement, that 
property is valued as at the date wher it is taken out of the 
settlement. 


Settlements — other points 


34. It is not proposed here to deal with sections 404-11 
Income Tax Act 1952, which deal with settlements, and 
sections 412~14 which cover transfers of assets abroad. 
They must, however, be borne in mind when making 
settlements. 


35. Similarly, it is not proposed to zo into the considera- 
tions, other than those relating to tae incidence of taxa- 
tion of capital and income, which should be weighed in 
deciding the type of settlement to be adopted and the 
specific terms which should be inccrporated. There will 
indeed be cases where revenue ccnsiderations are not 
relevant as, for example, where there is a single bene- 
ficiary only, who, by reason of some incapacity, should 
properly have the management of hs EE dealt with 
by trustees. 


36. There are, however, three main principles which must 
always be observed and which are often found to nave 
been ignored: 


(a) simplicity; 
(b) certainty; and 
(c) flexibility. 


37. It is all too easy to get so involved with the attempt to 
reconcile revenue and non-revenue considerations thaz the 
outcome is so complicated as tc be impracticable. In 
every case it is recommended that when the trusts of a 
settlement have been drafted, an exercise is carried out to 
see how the actual application of them will worx in 
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practice, particularly in relation to the division of income 
and capital between beneiciaries and the treatment of 
accumulations. 


38. In addition to the actual practical difficulties of 
administering a complicated settlement, there is the 
danger of the intentions of the settlor being frustrated 
because the trusts, or some of them, are void for uncertainty. 


39. One may, and indeed should, endeavour to anticipate 
possible future changes in the circumstances of the bene- 
ficiaries and in the taxing statutes. The surest safeguard is 
to retain the maximum flexibility possible in the pro- 
visions of the settlement and to give the trustees powers to 
enter into compromises and arrangements and, if necessary, 
to resettle the property on new trusts. The danger of lack 
of flexibility is well demonstrated by protective trusts. Once 
popular as the means by which a parent ensured that his 
daughter’s husband could never get his hands on her money, 
such trusts can only maximize the duty payable on the 
daughter’s death and can only be broken with the aid of the 
Court. Indeed until the Variation of Trusts Act 1958 even 
this channel was rarely available. 


Discretionary trusts 


49. This type of trust gives the maximum. flexibility og 
the most satisfactory results in the way of estate duty 
savings. On the other hand, they require very careful 
drafting and the Revenue are quick to seize on any flaws 
in order to frustrate the settlor’s tax-saving intentions. 
The reason for mentioning this class of settlement, par- 
ticularly here, is that many practitioners appear to take the 
view that the capital gains tax provisions relating to these 
and accumulating trusts have destroyed their usefulness. 
Section 25 (7) of the Finance Act 1965 provided, 


“f during the subsistence of a settlement there is a period 
of more than 15 years throughout which there is no life 
interest in possession in the settled property, then at the 
end of the first 15 years of that period, and of each suc- 
ceeding 15 years of that period subsections (4) and (6) 
of this section shall apply as if a life interest in possession 
in the settled property nad then terminated.’ 


There is, in effect, a deemed disposal of. all the assets 
comprised in the settlement every 15 years. The only 
cases where this provision can cause real difficulty appear 
to be where the trust property wholly or mainly comprises 
(aj a single block of real property which is not readily 
capable of being realized in part or (b) shares in a private 
company which is never expected to make any distributions, 
or where the distributions are required for the maintenance 
of the beneficiaries, and the shares are expected to appre- 
ciate in value. In actual practice very many such settlements 
are made with the main intention of deferring the final 
destination of the property as between a number of bene- 
ficiaries, e.g. the children of the settlor, until their several 
needs and personal circumstances are crystallized as their 
lives unfold. In the interim there is the safeguard against 
the ravages of estate duty if the settlor dies. The capital 
gains tax has got to be paid ultimately, and, in most cases, 
the potential saving of estate duty will exceed the tax 
payable on chargeable gains in the interim. Except there- 
fore in the type of case indicated above it is considered 
that the advantages of discretionary trusts are not materially 
reduced. 
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Dealing with interests in settlements 


41. On the death of a life-tenant in possessicn, the whole of 
the capital of the settlement to which his interest extends, 
passes on his death and is aggregated with his free estate, 
subject to reliefs, e.g. if the free estate does not exceed 
£10,000, or if the surviving spouse exemption applies. On 
the death of a remainderman before the life-tenant, again 
the whole of the property in which he has a reversionary 
interest passes, subject to deductions for the value of the 
life interest and for duty payable on the cesser of that in- 
terest. Capital gains tax is also chargeable on the death of 
a life-tenant, but not on that of a reversione->. Considerable 
savings of duty may be achieved by terminating or varying 
existing settlements, or by exercising powers of advance- 
ment. Until 1958 it was possible for a life-tenant to buy 
out the reversioner and effect an estate duty saving 
immediately without having to survive five years. Under 
section 28 of the Finance Act 1958, however, the purchase 
consideration paid by the life-tenant was brought into the 
charge to duty in the event of the life-tenant’s death within 
the period of charge. In practically every case there- 
for where an existing settlement is terminated, the liability 
to duty will remain throughout the period of charge, 
reducing in the last three years by the operetion of section 
64 of the Finance Act 1960 as extended by the Finance 
Act 1968. 


42. Where all the beneficiaries are of age and not other- 
wise incapacitated and they all agree to the termination of 
the settlement, the only problem is to decide the most 
effective of the various methods of achieving this. 


43. If there are infant beneficiaries, or beneficiaries who 
are of unsound mind, or if there could be further bene- 
ficiaries as yet unborn, it is not possible to terminate an 
existing settlement without application to the Court. 
Likewise, if any beneficiary refuses to agree to a termina- 
tion the others cannot proceed against his wishes without 
going to the Court. 


44. On the termination of an existing settlement the effect 
is that certain of the settled property, whick would other- 
wise have passed on the death of the life-tenant, is taken 
by beneficiaries other than the life-tenant in possession. 
The life-tenant retains the balance in his own free estate, 
subject to any other disposition he may make. By the 
combined operation of the Finance Acts 1940, 1950 and 
1958, failure by the life-tenant to survive the period of 
charge brings about a liability to estate duty on the property 
taken by the other beneficiaries. A similar effect arises 
where a power of advancement is exercised. .The life- 
tenant’s consent to such exercise makes it in effect a dis- 
position by him, and the property advanced remains 
liable to a charge to duty in the event of the life-tenant’s 
death within the time limit. 


45. Where an existing settlement is terminated the bene- 
ficiaries will become absolutely entitled to the trust property 
as against the trustees and this gives rise t> a charge to 
capital gains ox. on the trustees’ disposal.1® 


46. Where a settlement is terminated by the remainder- 
man buying out the life-tenant, or by a division between 
the beneficiaries, the trustees remain accountable for the 
duty on the settled property in the event of the death of 
the life-tenant within the period of charge. The trustees 


18 Finance Act 1965, section 25 (3). 
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may, however, obtain a certificate from the Estate Duty 
Office end cannot thereafter be held personally liable for 
more than the amount so certified!’ They will then 
normally retain under their control sufficient of the 
property to cover their potential liability until the expiry 
of the period of charge. If the property so retained is 
invested in securities authorized under the Trustee 
Investment Act 1961 and the provisions of that Act are 
strictly observed, the trustees’ liability will be discharged 
even if, on a death giving rise to a claim for duty within the 
period of charge, the fund so invested has fallen in value 
below the sum claimed. Alternatively, they may be 
covered by insurance (see below), or in some cases they 
may feel able to accept an indemnity from the bene- 
ficiaries. The limitation of liability is only binding on the 
Estate Duty Office as against the trustees. The beneficiaries 
who have taken the property remain concurrently liable 
and the limitation does not apply to them. The extension 
of the period of charge by the Finance Act 1968 em- 
phasizes the need for trustees to be careful to ensure that 
they have an adequate margin of cover to protect them 
against any fall in the value of the property retained 
(unless they have adopted an investment scheme on the 
lines indicated above) or any change in the law. 


47. For the avoidance of disputes it is normally advisable 
to have the interests of the several beneficiaries valued by 
an actuary. In practice it appears that there are varying 
actuarial views as to the relevance or importance of the 
personal circumstances of the individual beneficiaries in 
arriving at the basis of apportionment, and as to the basis 
of apportionment of estate duty savings. The weight to be 
given to the various factors involved should be decided in 
consultation between the parties, their advisers and the 
actuary before the latter’s instructions are settled. 


Insurance against duty liabilities 


48. The estate duty payable on property, which is deemed 
to pass on the death of a donor or settlor by reason of 
failure to survive the period of charge, is not a testa- 
mentary expense and is chargeable on the donee or the 
trustees of the settlement respectively. It is possible to 
insure azainst this liability and, provided the premiums 
are paid out of the donee’s own resources or out of the 
income arising from the property given, it appears that 
the policy moneys receivable on the donor’s death within 
the period of charge will not themselves be dutiable. The 
burden of proof as to which resources have been used to 
keep up the policy is on the taxpayer and the Revenue 
apply this strictly. In the case of settlements it is necessary 
to give the trustees power to effect such insurance. If, 
however, settled property other than accumulations is 
used to pay the premiums, the policy proceeds would be 
dutiable on the settlor’s death within the period of charge.18 
It is thought that, if the trustees borrow to pay the first 
premium and repay the borrowing out of subsequent 
income 1o liability to duty will arise. Gift protection 
policies effected by the donor or settlor are in no different 
position from other policies (see paragraphs 56 and 57 
below). 


(To be concluded.) 


17 Finance Act 1950, section 44 (3). - 
18 Finance Act 1939, section 30. 
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Taxation 


Cases 


Full reports of the cases summarized in these columns 
will be published, with Notes on the Judgments, in 
the ‘Annotated Tex Cases’ 





Davies's Educational Trust (Campbell) 
v. C.1.R. 


In the House of Lords — October 23rd, 1963 
(Before Viscount DILHORNE, Lord Hopson, Lord GUEST, 
Lord Upjoun and Lord Donovan) 


Income tax — Annual payments ~ To charizy trustzes ~ Advance 
by trustees to covenantor — Trustees buying covenantor’s 
business — Whether covenanted payments income or capital of 
trustees — Whether repayment of tax obtainable — Income Tax 
Act 1952, sections 122, 123 (Case III), 169, 447 (1) (b). 

The tutorial business of Davies’s was owned bv Davies’s 
(Tutors) Ltd, which was incorporated in 1946. The 
directors and majority shareholders were Mr Campbell, Mr 
Me<Bride and Mr Hall. Mr Fairfax-Jon2s was the secretary. 

On March 2gth, 1961, Mr Campbell and Mr Fai-fax- 
Jones executed a deed establishing The Davies’s Educa- 
ticnal Trust. The deed declared them ta be the first trustees; 
and the trust fund was to be all money and other property 
to be received and held on the trusts of the deed. By cause 
3 the trust fund was to be held upon charitable trusts for 
the promotion and furtherance of education. On March 
3cth, 1961, Davies’s (Tutors) Ltd executed a deed of 
covenant in favour of the trustees, wherety Tutors 
ccvenanted that it would, out of the general fund of taxed 
income of Tutors, annually on April sth in every yeer for 
sever: years commencing on April sth, 1961, pay to the 
trustees to hold upon the declaration of trust sich a sum 
as would amount to 80 per cent of the profits or gains 
accruing to the company from any trade carried on by the 
company in the accounting year immediately prec2ding 
such April sth. 

The trust deed and the deed of covenant were executed 
on the clear understanding that the net sums payable 
under the latter deed, together with the income tex re- 
vocable thereon, would be used by the trustees to purchase 
the business of Tutors. On April 4th, 1962, Davies’s 
Educational Developments Ltd was incorporated tc pro- 
mote educational work of every description. Only two 
shares of {1 each were issued, one to Mr Campbell and the 
other to Mr Hall, and the two shares were held by them on 
behalf of the trustees of the Davies’s Educational Trust. 
The directors of Developments wera Mr Campbell, Mr 
McBride and Mr Hall. 

On April sth, 1962, ‘Tutors entered into partnership with 
Developments. The value of the [avies’s business was 
agreed at £50,000, and under the partnership agreement 
Developments purchased from Tutors a one-fitth share of 
the goodwill of Davies’s for £10,000, and Developments 
was given the right to acquire all the residue of the goodwill 


ACCOUNTANT 


787 


either wholly or in proporticns from year to year. The profits 
of Davies’s were to be divided in accordance with the pro- 
portions of the goodwill owned by Tutors and Develop- 
ments from time to time. 
On April sth, 1961, and April 5th, 1962, Tutors owed the 
trustees sums totalling to £25,527 and ‘Tutors paid the sums 
subject to deduction of tex. On April 5th, 1963, Tutors 
owed a further sum of £1¢,456, which it also paid subject 
to deduction of tax. The net amounts thus received by the 
trustees came to about {21,900 in the aggregate. During 
1962-63 the trustees advanced £21,900 to Developments, 
and that company used {10,000 to purchase its one-fifth 
share in the goodwill of ‘Tutors, and {11,900 to purchase 
some assets of Tutors pursuant to the partnership deed. 
The trustees claimed repayment of the tax deducted from 
the sums they had received from Tutors for 1960-61 and 
1961-62. The Revenue admitted that the trustees were 
trustees for charitable purposes only, and that the advance 
of £21,900 was an application of income within section 447 
(1) (b) of the Income Tax Act 1952. They contended, how- 
ever, that the covenanted sums were not annual payments, 
because they were not pure profit in the hands of the 
trustees, in that the sums had to be applied by the trustees 
in purchasing the business of Tutors. The Special Com- 
missioners decided in favcur of the Revenue. f 
Held (affirming the dezision of the Court of Appeal, 
but on other grounds): the Special Commissioners’ 
decision was correct. 


Prestcold (Central) Ltd v. Minister 


‘of Labour 


In the Court of Appeal — October 24th, 1968 
(Before THE MASTER or THE Rotts (Lord DENNING), 
Lord DreLock and Loré Justice WINN) 


Selective employment tax — Refund — Premium — Manufacture 
of coolers and suspension — Manufacture of cooling blankets — 
Making of refrigerating piant — Selective Employment Pay- 
ments Act 1966, sections I, 2 — Minimum list headings 339, 
349, 474, 500. 

The company had an establishment at which it manufac- 
tured coolers and the breckets to suspend them from and 
also manufactured cooling blankets for human refrigeration 
in medical treatment. Those activities accounted for about 
123 per cent of the compeny’s business, with two men fully 
employed on it, and the activities were admittedly manu- 
facture. In addition the company made refrigerating plant 
of various kinds, and in this respect the company used parts 
made by other companies. Furthermore, the company pro- 
vided cooling rooms at abattoirs, supermarkets, hospitals 
and other places. In this respect the company assembled and 
made the equipment after inspecting the places where it 
had to be installed. Agam, the only part of the equipment 
made by the company was the cooler, and the electrical 
wiring and installation was carried out by other concerns. 

It was contended for the company that the assembling of 
parts to form the wholes of a refrigeration installation was 
the manufacture of the :nstallation, and was within mini- 
mum list heading 339. It was contended for the Minister of 
Labour that the activity in question fell under minimum 
list heading 500 in that it was installation work. The In- 
dustrial Tribunal decided in favour of the Minister. 

Held (reversing the decision of the Queen’s Bench 
Division): the activities in question were manufacturing, 
and the company was entitled to a refund of tax and to the 
appropriate premium. 
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EMI 


LECTRIC & MUSICAL INDUSTRIES’ infor- 

mative report and accounts cover 38 pages of text, 
figures, pictures and general information, but probably 
the best guide to the extent of the group’s operations is 
provided on page 3 at the head cf the chairman’s 
review. Sales and profits are broken down in the following 
table: 




















Movement 
on 
1967-68 1966-67 1966-67 
£000 £020 yA 
SALES: 
United Kingdom 40,465 30,449 +33 
North America 42,157 31,636 +33 
Other overseas countries 40,373 32,731 +23 
£122,995 £94,806 -+30 
£Loo0 {oco Yo 
Profit before taxation and 
interest: 
United Kingdom 5,742 3,702 +55 
North America 1,601 2,352 32 
Other overseas countries 4,778 4,277 +12 
12,121 10,371 +17 
Net interest (payable) 
or receivable (848) Ico — 
Profit before taxation.. £11,273 10,431 8 








In these figures no sales of British Domest:c Appliances 
Ltd are included in either year. Sales of BDA. for the year 
ended June 1968 were in excess of £30 million. Dividends 
of £276,000 (gross) have been received and are included 
in 1967-68 profits. 


Changes 


The reference to British Domestic Appliances turns on the 
point that last April that company was merged with the 
domestic appliance interests of the General Electric 
Company. Before then EMI held approximetely 40 per 
cent of BDA’s capital through its earlier ownership of the 
Morphy-Richards business, the balance being held by 
Associated Electrical Industries. EMI now owns 334 per 
cent of the equity of the enlarged company which controls 
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the combined domestic appliance business of GEC, AEI 
and EMI. 

The year under review brought considerable changes in 
the EMI set-up. On the ‘leisure’ side, EMI bought the 
capital of The Blackpool Tower Company and The Grade 
Organisation made an important contribution to profits in 
its first full year in the group. EMI also bought a 25 per 
cent stake in Associated British Picture Corporation from 
Warner Brothers’ Seven Arts Inc. of America, but plans 
to bid for the rest of AB Pictures were baulked by the 
Independent Television Authority. On the electronics side, 
Nickols Automatics and Precision Electronic Terminations 
were taken over. 

In the United States, EMI’s American company — 
Capitol Incustries Inc. - merged with Audio Devices Inc. 
whose American Stock Exchange quotation was retained for 
the combined company — Capitol Industries Inc. — in which 
EMI now owns 72 per cent of the equity. Capitol, during 
the year, had to cope with stock write-downs as a result of 
the switch from monaural to stereo records. 


Valuable investment 


Deva:uation inevitably had considerable impact on EMI’s 
operations and the conversion of overseas net assets at the 
post-devaluation rate gave rise to a credit of {2:4 million, 
of which {2°25 million has been applied to writing-down 


“Goodwill arising on consolidation’. Investments in over- 


seas subsidiaries, it is emphasized, are worth appreciably 
more than their book value; the clearest example being the 
investment in Capitol Industries Inc. The original cost to 
EMI in 1955 was £3 million whereas net assets, repre- 
senting EMIS interest in the company, are included in the 
group accounts at {9-4 million and the value of the shares 
on the American Stock Exchange at the balance sheet date 
was £33°5 million. 

Sir Joseph Lockwood, EMI’s chairman, considers it 
was fortunate that the company invested overseas when 
such expansion was not discouraged as it is now. He then 
goes on to recount a tax situation that has developed as the 
result of EMTs flotation on November rech last year of a 
re million Eurodollar loan from the proceeds of which $5 
million was immediately loaned to Capitol. 

As g result of a firm direction from the Treasury (under 
powers which Sir Joseph admits he does not understand) 
the balance of the funds had to be deposited in sterling in 
London. That situation was only accepted provided EMI 
were allowed to cover forward against exchange risk and 
cover was immediately obtained. Three days later sterling 
was devalued. 


Notional profit 


Although through the cover the fund of dollars was no more 
than preserved intact, it was subsequently found that, 
through ‘a quirk in the United Kingdom taxation laws’, 
on the maturity of the forward cover, EMI was deemed to 
have made a capital profit of {591,000 representing the 
difference between the sterling value of the balance when 
borrowed and its new post-devaluation sterling value. At 
424 per cent that meant a tax liability of £220,000. 

Strong representations to the Chancellor of the Exchequer 
and through Members of Parliament ‘as to the inequity of 
such a ludicrous tax liability’ failed to break the Treasury 
ice. What is more the company’s advisers, Sir Joseph 
reports, say that there will be no tax relief when the 
dollar ‘oan is eventually repaid, despite the fact that 
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the cost of this in sterling equivalent will be higher than 
the sterling value of the amount originally borrowed. 
Hence in Note 12 to the accouncs appears the sum of 
{220,000 under the heading ‘Adjustments arising from 
devaluation of sterling’. For an entirely notional profit 
£220,000 is a lot of tax — a round £220,000 too much. 
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It will be seen that United Kingdom and overseas taxes 
charged against group profits for the year amount to 
£5,841,000, or 48°6 per cent of profits before tax. The 
excess over the normal UK rate is mainly due to overseas 
taxes and the cost of additional taxes on dividends remitted 
to the UK. 


CITY NOTES 


N OT for the first time this year the equity sections are 
hemmed in by facts and factors most of which are con- 
tradictory. The pitch of the market itself prevents the trans- 
lation of the latest round of credit and tax measures into 
terms of inflation. The prospect of the best part of another 
year of intense credit pressure is not ezsily translated into 
thoughts of a further pronounced rise in industrial earnings. 

And yet, as the Imperial Chemical Industries’ figures 
showed, there is a powerful industrial earnings force which 
even the present level of prices does not, in many cases, 
fully discount. 

What remains to be seen is whether consumer demand 
will chase prices, whether wages will continue to rise above 
prices and above production and productivity, or whether 
the buying public has had its spending spree and is pre- 
pared to call it a spending day. 

Until the consumer spending position is clarified. the 
stock-market’s position can hardly be clarified either. But 
there is a basic investment question which will still be 
answered in a basic way. The question is “What else — if not’ 
equities?’ The answer is still going to be ‘Nothing else’. 

$ * x Ké 
NILEVER talking merger terms with Allied Breweries 

J takes the merger scene into a new dimension. Hitherto 
the brewery industry’s progress towards a ‘big twelve’ 
operation has been an inbred operaticn. But Allied’s talks 
with Unilever completely change all that. Does this mark 
the beginning of mergers of difference rather than mergers 
of like? Admittedly, Unilever and Allied Breweries have 
common ground in that they both operate by the inter- 
national marketing of small, relatively low-priced products. 
Both have common problems in international development 
and it was apparently discussion of these problems at 


chairman level that took the talk towards a merger. 

This merger has been called ‘one of the biggest of its 
kind in industry’. Just what other mergers of this ‘kind’ 
there have been for comparative purposes is difficult to 
recall. But once this kind of thing starts it will certainly be 
followed up, and it probably will not be long before there 
is another merger on similar lines. Imperial ‘Tobacco, for 
example, seeing smoking taxed out of existence and new 
moves into the food industry developing well, could take to 
drink. An Imperial Tobacco bid for Bass Charrington or 
Courage Barclay ~ or even for Guinness — would not now 
come into the realm of surprise. 

SZ Kä K 

ESPITE the expected interest in fixed interest securi- 

ties following the currency crisis, Mr G. H. Ross- 
Goobey, Vice-President of the National Association of 
Pension Funds and a director of Imperial Tobacco and 
Hill Samuel, considers thet, on balance, equities — be they 
Stock Exchange equities or the equity of property owner- 
ship — still have the edge over investment in fixed interest 
securities. 

Speaking to the London Branch of The Chartered 
Institute of Secretaries on Thursday of last week, Mr Ross- 
Goobey went on to say that he was still buying equities 
and gave the following three reasons: ‘First, the present 
3% per cent limitation on dividend increases is not profit 
confiscation and we may see the results reflected in share 
dividends when it comes to an end; secondly, there is a 
great shortage of stock and this has been accentuated by 
the spate of take-overs for cash or for non-convertible loan 
stock, and thirdly, there are still many companies which to 
me appear to have a potential far above the average growth 
rate.’ 


RATES AND PRICES 


Closing prices, Tuesday, December 3rd, 1968 


Tax Reserve Certificates: (28.8.68) Companies 4£% ; 
3% surrendered for cash; Personal 4% 


Bank Rate 
Jan. 26, 1967 64% Nov. 9, 1967 63% 
Mar. 16, 1967 6% Nov. 18, 1967 .. 8% 
May 4, 1967 .. .. 54% March 21, 1968 4% 
Oct. 19, 1967... ie D% Sept. 19, 1968 .. 1% 
Treasury Fills 
Sept. 27 .. £6 ris 6:524% Nov. 3 £6 11s obd% 
Oct. 4 £6 tor 956d% Nov. 3 £6 rte 58rd% 
Oct. 11 £6 rer 6°79d% Nov. 15 .. £6 ras 503d% 
Oct. 18 £6 or 10'44d% Nov. 22 .. £6 16s 568d% 
Oct. 25 £6 9s 10°28d% Nov. 29 .. £6 15s 947d% 
Money Rates 
Day to day 584-64% Bank Bills 
» days es 5t-6£% 2 months gr de 
Fine Trade Biils 3 months .. 73-77% 
3 months .. 8-84% 4 months 73-7 ts Yo 
4 months 8-84% 6 months 78-75 Yo 
-6 months 8-9% 


Foreign Exchanges . 


New York .. 2°38 iF Frankfurt 9'51 + 
Montreal 2°85 4 Milan 14.87% 
Amsterdam 8-62, Oslo 1703 
Brussels IIQ‘SI Paris Lt-BrA 
Copenhagen 17°39 Zürich 10'26 
Gilt-edged 

Consols 4% 513 Funding 6% 1993 792 
Consols 24% ee gigxd Savings 3% 60-70 .. 92$ 
Conversion 34% .. 45$ Savings 3% 65—75 .. 754 
Conversion 5% 1971 936 Treasury 64% 1976 95% 
Conversion 54% 1974 B8 Treasury 34% 77-80 694 
Conversion 6% 1972 o5 Treasury 34% 79-81 68 
Funding 34% 99-04 514 Treasury 5% 86-89 70% 
Funding 4% 60-90 95+ Treasury 54% o8-12 wit 


Funding 54% op So mog. 
Funding 54% 82-84 
Funding 54% 87-91 


Treasury 24% ee 32 
Victory 4%.. ; 
War Loan 34% 
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Correspondence 





Integration of the Profession 


Sir, — Is the licentiate proposal of the integration scheme a 
devaluation of the small practitioner? What is the message 
being conveyed to him by the Council? 

- He is apparently being told in effect that his work is in 
‘less complicated and responsible areas’ and that of the two 
standards, the second is adequate to the purpose and would 
qualify a member to be allowed to practise at virtually the 
same level as present chartered accountants who do not 
have a preponderance of audit work. 


In my opinion a small practitioner should squarely face 
the fact that at least morally he has been devalued in the 
opinion of the Council. No other profession is as generous 
with its practising certificates and the general good of the 
accountancy profession is laid very heavily at one door. 
Clearly one is directed by the Council to work which is 
‘skilled and complex’ to quote the booklet, but how do 
literally ea of accountants achieve this in the mean- 
time? 

Yours faithfully, 


M. H. KNOTT, F.c.a. 
Wells, Somerset. 


Sir, — I have read with interest the many letters and com- 
ments in connection with the proposed integration of the 
various accountancy bodies, particularly as I have been 
involved in the many and varied negotiations on this theme 
which have taken place from time to time since 1947, when 
the then Bill was being considered. 


I held the opinion in 1947 that the real answer to the 
problem was to form a body designed’ to train and to 
qualify its members for the sole purpose of being account- 
ants in public practice, and over the passing of the years 
that opinion has grown more definite. 


The accountant who goes into public practice needs a 
specialized training and he also needs a professional body 
which understands his problems, which looks after his 
interests and which (because of its singleness of purpose) 
feeds him with the appropriate knowledge, reading material 
and additional training which he will SE throughout 
his career. 

I hold the view that a person should enter the ‘profession 
of an accountant in public practice’, as opposed to entering 

accountancy’ and then deciding ‘which branch he will 


pursue when qualified. For reasons too numerous to men- 
tion in this letter I do not consider that a professional 
azcountant’s practice is a suitable training ground for an 
accountant in commerce or industry. 


Any accountant who has a provincial or rural practice 
will confirm that he has to contend with competition from 
the local insurance agent, parson, schoolmaster and what- 
have-you, who decides that he is competent to advise the 
public on accountancy and taxation matters. 


The public do not seem to be aware of the skills required 
of an accountant in public practice and this, I am quite sure, 
is because the profession has not united itself under one 
society and given to its members a recognized professional 
designation which is held only by those engaged in public 
practice. 


If the integration goes E in its present form I 
cannot see that the final result wil a of any- SES to any 
of the bodies concerned. 


What is required at this juncture is courage. Ge to 
sar that the accountant in public practice is one man; that 
the accountant outside public practice is another man, and 
thet both require their respective professional bodies if 
they are to have any standing in the eyes of the public. I 
know that this is a painful nettle to grasp but grasped it 
must be, for then the modus operand: can be thrashed out 
and when that is completed the profession can be registered 
and finally put on the same statutory basis as the Law 
Society. Then, and only then, will the public be able to 
recognize the accountant in public practice (whatever his 
designation may be) as a professional man in his own right. 

I am sure future accountants in public practice will thank 
us for having the courage to take this step. I doubt if future 
members of the new proposed body will thank us for what 
may be done in 1969. 

Finally, I must make the point that this is my personal 
opinion and does not reflect the formal opinion of the 
Facalty of Accountants and Auditors upon whose Council 
I serve. ` 


Yours faithfully, 


Kingsbridge, Devon. M. J. W. LOCKE. 


Sir, — I refer to the letter from ‘Company Accountant’ in 
your issue’ dated November 16th, and was under the 
impression that the accountants ‘had already led the 
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secretaries with a merger between the chartered account- 
ants and incorporated accountants of £ few years ago. 

On a more serious note, there does seem <o be a tre- 
mendous amount of unrest currently being expressed by 
chartered accountants in industry, as well as those in the 
profession, over the proposed merger. I wonder, therefare, 
what the reaction would be to a scheme involving three 
grades, Licentiate Chartered .Accounzants (L.C.A.), Asso- 
ciate Chartered Accountants (A.C.A ), and Fellow Caar- 
tered Accountants (F.C.A.). The A.C.C.A. should be 
offered the L.A.C. with the proviso that instead of trans- 
ferring from A.C.C.A. to F.C.C.A., they. should then be 
allowed to transfer from L.C.A. to A.C.A. The A.C.W.A. 
should be offered the L.A.C. with the proviso that instead 
of transferring from A.C.W.A. to EC WA... they should 
then be allowed to transfer from L.C.A. to A.C.A. 
F.C.A. should be open ro them: by the. passing af an 
examination. l i : 

I wonder, sir, whether this scheme could te the basis of 
discussion between the interested pacties. 


Yours faithfully, : 
M. C. WRIGHT, A.C.A. 


i 


Burslem, Stoke-on-Trent. 


Decimal Currency 


Sir, — In his letter to you on this matter (November oth 
issue), Mr R. H. Loveday makes a number cf points which 
~ if your readers and, through them a much wider public, 
are not to be misled — call for a reply. 

Mr Loveday first makes the point that he has, es yet, 
seen no table published showing ‘losses which customers 
will incur’ on conversion to decimal currency. Accepting 
the veracity of his statement (albeit that it is based upon a 
false premise) I give attached the half new penny conversion 
table issued by the Decimal Currency Board {columns (i) 
and (ii)), extended to show exact equivalents, and resultant 
gains and losses (columns (iii) and (Gei), From this table it 
will be seen that taking the toiality of price endings 
between one penny and one shilling, gzins and losses 
exactly balance. 

One further point deserves attention on Mr Loveday’s 

‘conversion’ tables. He uses 4d endings in order to en- 
deavour to prove his point. It hes long been announced 
that the Ad is to be demonetized cn August Ist, 1969 — 
18 months before D-day — and so it cannot ccme into any 
1971 conversion table. 
_ It would-be a policy of extreme naivety to suggest that no 
prices are going to rise between now and 1971 but to infer, 
as does Mr Loveday, that retailers are going to take advan- 
tage of conversion to round up Cher prices in every instance 
is, to say the very least, misleading. WEE 

A variety of factors can be adłuced in support of this 
contention but dominant above all others is the fact that 
competition in retailing is so intense that any such effort 
by an individual retailer would be doomed to failure, unless 
done by agreement with all competing retailers — which 
would be both illegal and impractical. 
~ A post eventum judgement of the success of t22 translation 
in Australia is that an undoubted contribution to that 
success was the ‘highly ethical’ approach to retail pricing. 
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There are no grounds for assuming that the retail approach 
in this country will differ. 

' It may be pertinent to indicate the advice which has 
been offered to members of this Association ~ representing 
the department store sector of distribution — by its own 
Decimal Currency Committee. This advice, framed after 


research into: Australian practice and experience, is to the 
‘effect that: E 


(i) prices should, whever possible, be held stable for two 
months either side of February 1971; and 


(ii) stores must be prepared to accept in decimal terms 
the conversion table equivalent of every {sd price 
prevailing in their establishments. 








Yours faithfully, 
J. DUNSE, 
Director, 
RETAIL DISTRIBUTORS ASSOCIATION 
London WI. INCORPORATED. 
(i) © (ii) (iii) (iv) 
Exact 
Old pence New pence equivalent Gains and losses 
I © $ ra ` Lä 
2 I 2'4 TA 
3 ge TI ER: — 6 
4 I$ 36 —"4 
5 2 4°8 ek 
6 - 24 Do NIL 
7 3 72 +2 
8 33 BA LA 
0 A 9°6 -+6 
Iro 4 9°6 —"4 
11 , Aë 10°8 ee 
CR 5 12°0 NIL 
r$ 1'8 











Unlimited Company Problem 


Sir, — One of the consequences of the Companies Act 1967 
has been an increase in trading through unlimited com- 
panies. We have come across a difficulty for which we 
wonder whether there is an easy solution which has escaped 
us. The executor of a deceased shareholder is a bank 
trustee company. There is a continuing trust with bene- 
ficiaries who are minovs and the bank is unwilling to be 
registered as a shareholder. The same situation might arise 
where the executor is a professional man in partnership. 

- The registration of a nominee limited company to hold 
these shares is apparently not acceptable. The other share- 
holders are content to have unlimited liability but for 
good reasons cannot become trustees for the shares in 
question, We wonder whether any reader can suggest a 
solution which would enable the company to continue to 
trade with the advantages of avoiding the filing of accounts 
but in such a way that the minor beneficiaries can continue 


to enjoy the income. 
Yours faithfully, 


UNLIMITED. 
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Accounting Education Conference 


A conference on ‘Accounting education — the require- 
ments of industry’ was held in London last month by 
The Association of Lecturers in Accountancy, as briefly 
noted in our issue of November oth. 

Those present included senior executives, accountants in 
industry, training officers and members or the teaching 
profession, and among the speakers were Mz W. E. Allen, 
F.C.A., deputy chief accountant, Dyestuffs Division, 
Impertal Chemical Industries Ltd; Mr W. D. Ashcroft, 
F.C.A., A.C.W.A., finance director, Colt Ventilation and 
Heating Ltd; and Mr D R. Peters, J.P., B.A., DIP.ED., 
M.B.I.M., F.R.G.S., vice-principal, Slough College of Tech- 
nology. | 


Further advances planned 


During recent years there has been a movement towards 
college preparation for an accountancy career, with many 
firms now providing release for day or sandwich courses. 
The plans of the professional bodies for further advances 
in education emphasize the rapid development which 
industry and education have to meet, and the purpose of 
the conference was to examine some of the issues involved 
at a time when so many changes are pending. 

The papers presented, covering various aspects of the 
educational requirements looked for by industry, made it 
clear that industry wants accountants primarily as account- 
ants but able to fit into a line management position with the 
ability to handle people, communicate, and urderstand in- 
formation processing techniques. 

It was pointed out that the superiority of accountants in 
the technical concepts and skills of accounting explained 
the demand for accountants to perform these functions. In 
this context, the quality of senior personnel induenced the 
success of ah organization — the present-day counterpart of 
the entrepreneur being the ‘go-getter’ running a segment of 
a large organization. 

The rules of conduct of accountants in the several sectors, 
e.g. practising, industrial, and public, had to be con- 
sidered, however, and the ethics applicable tc the differ- 
ent sectors ought not to be dissimilar, alchough the 
different nature of the work in each case inevitably entailed 
different objectives. 


Need for improvement 


The present form of accountancy education was considered 
to be inadequate, in that often the first industriel employer 
of a qualified accountant was left with a considerable task 
of completing the newcomer’s education; this was due 
partly, perhaps, to industry not being sufficiently articulate 
of its requirements in this respect. 

It was suggested that the more sophisticated subjects 
might be dealt with by post-qualification courses, particu- 
larly those subjects which were better understood with 
some experience of business, e.g. behavioural sciences, 

_ Many young accountants were limited in their 2erception 
by dogma induced by rote learning and inexperience at 
‘weighing up’ all sides of a problem. The accountant, like 
any other senior executive, had to be able to project and 
. evaluate the results of different lines of action anc to appre- 


Gate that there might be many valid answers to a business 
problem dependent on policy and interpretation of data. 
The young accountant should be able to appreciate the 
value and limitations of the newer techniques but had to see 
them in perspective as a means to be applied only when such 
methods were justified; and again only to be applied when 
the structure of the organization was ready for them. 


Examinations 


Against the criticism of examinations it was stated that it 
was necessary to realize that they represented a means of 
stimulus to study, discipline, and indirect supervision, 
without which a student’s objective became blurred and 
interest diminished. Another factor was the necessity to 
ensure that a reasonably common standard of attainment 
was achieved so that the value of the resulting qualification 
was understood by employers and the public. 

Research into examination requirements might well 
establish the value of more sophisticated methods. Part of a 
paper might be catered for by a series of ‘yes’/‘no’ type 
questions, for evaluation by computer. At advanced level, 
preparation of a thesis could be employed, as well as case 
study solving with the candidate being allowed some text- 
books and note-books in the examination room to simulate 
real life conditions. 

Examinations served the purpose of testing a candidate’s 
suitability to obtain qualified status and begin his career. 
Examinations had to test, and should be seen to test, 
whether a candidate had acquired the essential education 
and training to ensure the maintenance of satisfactory and 
acceptable professional standards of competence, 


Educational institutions 


It was observed that a number of colleges during the’ past 
decade had provided the impetus- for the present-day 
education of accountants, This came about by the colleges 
attempting methods in a little-known area, and by their 
success they had proved the practicability of accountancy 
studies in a ccllege. 

This started in a small way, but today a viable account- 
ancy studies unit in a college might cost around {£100,000 
per annum. In educational terms it had become big 
business, while ‘the setting up time’ for an institution 
starting accountancy studies could be five years. 

The present-day advanced level courses required 
specialists in the various branches of accounting, law, etc., 
with an intimate knowledge of the theory of their subject 
and up-to-date experience of its practical application. 

It was felt that the teaching environment should be within 
the context of practice as in the case of the medical schools. 
But facilities such as systems laboratories, data processing 
equipment and ancillary staff for preparation of study 
material could only be justified if there were sufficien 
‘customers’. l 

This, in turn, was dependent on the endorsement of the 
college by the professional bodies and their active support 
of such designated colleges, coupled with a national board 
to provide the overall framework in which the scheme 
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e THE ASSOCIATION OF CERTIFIED ‘AND CORPORATE ACCOUNTANT > 
| “Some Technical Publications | 


MANAGEMENT ACCOUNTING : 
` FOR THE SMALL BUSINESS — 


- Price 3s. net plus postage 6d. 


THE PLANNING AND : 
. .. MEASUREMENT OF PROHIT: 
| A TECHNIQUE OF MANAGEMENT ACCOUNTING : 
Price 2s. 6d. net plus postage 6d. 


RESIDENCE OF INDIVIDUALS— 


LIABILITY TO UNITED KINGDOM TAXATION 
tice 7s. 6d. post free 


_ ELECTRONIC _ 
DATA PROCESSING 
V- THE USE OF COMFUTER SERVICE BUREAUX 
| Price 2s. plus postage 6d. | 


A QUOTATION 
FOR YOUR SHARES 


Price 10s. post free 


Copies may be obtained from the Secretary 
22 BEDFORD SQUARE, LONDON, W.C.1. 
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.- Household & General Insurance Company Ltd., a wholly-owned subsidiary of 
Sun Life Assurance Society Ltd., has devised a modern range of Combined 
, Insurance Policies for families, retail saleshops and offices. In short—time- 

saving, cost-cutting and. simpler to operate for Brokers. 


FAMILY 

. COMBINED INSURANCE 
A very wide selection of household and: 
personal insurances—but in one policy. 


ALL THREE POLICIES HAVE 
ONE RENEWAL DATE—ONE ANNUAL PREMIUM 
NO ALTERATION ENDORSEMENTS 


SHOPKEEPERS'’ . 
COMBINED INSURANCE 


OFFICE 
COMBINED INSURANCE 


Part 1— Provides standard cover for Office Tenants 
comprising-—Fire and Burglary, Money, 





Part 1—Essential Basic insurances—Fire and Profits, . Employers’ Liability, Public Liability, Glass, 
Burglary, Money, Employers’ Liability, Rent Payable. 
Public Liability, Glass. Part 2—Selective additional insurances—“AlIl Risks”, 
Part 2—Optional supplementary protections— - Consequential Loss (or restricted Increased 
' “All Risks”, Frozen Foods, Personal Accident, . Working Costs only) Book Debts, Theft, 
S Products Liability and Buildings cover. -~ Documents in Transit, Personal Accident. 


| - Household 
and General 


Insurance Company Ltd 


a wholly-owned subsidiary of 
Sun Life Assurance Society Ltd 





107 Cheapside, London, E.C.2. Telephone: 01-606 7788 Member of the British Insurance Association 
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would operate and to obtain a pooling of knowledge and 
resources so that maximum EE could be taken of 


available funds. ; , 


It was emphasized that the ass were now experienced 
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in accountancy education and could attempt to anticipate 
the requirements of the future, but the time had come. 


when the professional bodies themselves needed to state 


‘what they required of the system. 


Ex- Treasury Secretary Warns on 


HE call by the allied accountarcy 


bodies for the Chancellor of the’ 


Exchequer to put equity, certainty and 
intelligibility first in tax matters 
deserved the widest possible support, 
said Mr Alan Green, a former Finan- 
cial Secretary to the Treasury, at 
Blackpool last week. 

Proposing the toast of “The Institute 
of Chartered Accountants in England 
and Wales’, at the annual dinner of the 
North West Society of Chartered Ac- 
countants on Thursday, Mr Green 
said: ‘Your call to the Chancellor to 
put equity, certainty and intelligibility 
first in tax matters and your offer of 
practical help to that end deserve the 
widest possible support, and I trust 
that you will get it. 

‘Otherwise, we may face a complete 
collapse of tax morality and with it a 
setting-up of citizen against the State. 

‘That there is always a certain 
amount of friction in that area, I have 
some small reason to know, but over 
recent years the friction has beer in- 
creasing to danger point, and your 
current efforts to get the clutch relined 
before itis burned out are as important 
as anything else now being attempted. 

‘I have also some small reason to 
know and to sympathize with the 
difficulties of the Chancellor in dealing 
with this problem.’ 


An obsession 


Mr Green went on: “There i3 an 
obsession about tax avoidance. Obvi- 
ously the higher the rates of tax, the 
greater the obsession both to the tax- 
payer and the Inland Revenue. Neither 
should, in my view, be stigmatized zs 
being the cause of the obsession. 
Rather, both are victims of it; the tax- 
payer riding the vehicle of escape and 
Somerset House the vehicle of pursuit 
— the pursuit, such being the artistry of 
some individuals, being in general 
about a year behind. 


‘Tax Morality’ 


Chartered Accountants’ Dinner at Blackpool 


“This, of course, is very thwarting 
for the pursuers and from this arises 
considerable pressure to introduce re- 
trospective ard in terrorem legislation.’ 


Public esteem 


Mr Green felt that it was only re- 
cently that the profession had achieved 
the kind of widespread public esteem 
that it deserved. 

‘The image of the accountant 
beavering away at the. figures, with no 
creative thouzht or capacity in his per- 
son, has only recently given way to an 
understanding that people so highly 
trained and, therefore, so mentally 
self-disciplined, are likely to have 
cepecities of the widest possible 
application. 

‘This is happening in an age of 
otherwise ever-narrowing specializa- 
tion.’ 

Mr Green said this was due largely 
to the work of the Institute, with its 
constant atcention to training and 
standards’ and insistence upon the 
reputation for personal integrity. 


Revision required 


Replving to the toast, Mr Stanley 
Dixon, M.A., F.c.A., President of the 
Institute, said: ‘We believe that the 
time has come for the whole matter of 
income tax-law to be reviewed from 
the beginning and to be simplified and 
made more certain and intelligible.’ 
Speaking as an accountant in indus- 
try on trairing for the profession, Mr 
Dixon satd: “There are three essentials 
to training — the need to learn technical 
expertise, practical experience and 
mental self-discipline, which I would 
refer to as the ability to make an inde- 
pendent judgement.’ 
© There was no doubt that over the 
last few years the amount of know- 
ledge which a fully-qualified chartered 
accountant had to acquire was tremen- 


dous. Many would think it was im- 
possible for it to be obtained over a 
perioc. of three or four years’ articles. . 

There was no doubt, said the Presi- 
dent, that some practising offices — not 
necessarily the large ones ~ gave excel- 
lent practical experience, but many 
would doubt whether the experience. 
was sufficient to acquire the qualities 
of expertise which were required in 
industry today. | 

There was a whole host of analytical: 
and new techniques which the account-: 
ant in industry needed to acquire. 

It was also essential that if account- 
ants did train in industry, the ethical 
standards would still apply. 

It was intended in the proposed 
scheme for the future of the profession 
to introduce into industry a training 
contract of the same nature as had 
applied in practice since the beginning 
of tke Institute. | 

One of the parties to such contracts 
would be a member of the Institute of 
sufficiently senior position and high 
standing to ensure that the student not 
only acquired a wide and varied prac- 
tical and theoretical training, but 
learned the principles of ethical con- 
duct which were the hallmark of the 
Institute. 


‘Fears are groundless’ 


Many who opposed the scheme did 
so because of a genuine and deeply-. 
held belief that the ability to make an 
independent judgement could not be 
acquired in industry. ‘I believe that 
these fears are groundless’, concluded 
Mr Dixon. 

The toast to the guests was proposed 
by Mr W. G. Hunniball, F.C.A., 
A.M.INST.T., President of the North 
West Society, and the Chairman of 
Traffic Commissioners and Licensing 
Authority, North Western ‘Traffic 
Area, Mr C. R. Hodgson, ops, 
M.INST.T., responded. 
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Time-consuming Tax Legislation 


Criticisms at Birmingham Students’ Dinner 


H E accountancy . profession "was 
‘engaged far too often in helping 
clients to avoid the pitfalls of new 
legislation instead of suggesting posi- 
tive action along progressive lines, 


stated Mr G. H. -Piddock, Past. 


President of the Birmingham Law 
Society, in Birmingham on Friday of 
last week, at the annual dinner of The 
Birmingham .Chartered Accountant 
Students’ Society: 

‘The greatest worry facing ‘the pro- 
fessions today, he declared, was the 
problem of keeping abreast with the 
spate of new legislation; which had 
been notable for its obscurity as well 
as its volume. 

This obscurity was blamed on: the 
poor Parliamentary draftsman, he said, 
but the problem had resulted from the 
mistake of successive Governments in 
pushing legislation through with almost 
indecent haste. l 

Legislation today, said Mr Piddock, 
was of a ‘ridiculous type’. The only 


solution was to urge and urge again 
the amendment of Parliamentary pro- 
cedure to allow substantial time be- 
tween getting a Bill published and 
getting it into the Parliamentary 


machine. “There ought to be sufficient - 


time for new proposed legislation to 
be studied by everyone concerned so 
that the Government could: be given 
advice on it. ‘I don’t think that can be 
reiterated too often’, he added. 

"Mr Stanley Kitchen, F.C:A., a mem- 
ber of the Council of The Institute of 
Chartered Accountants in England and 
Wales, said that in a rapidly changing 
world they had to have another look at 
themselves as accountants, 


ducing the highest quality of service 
which the profession was able to 
give. . 

“We are aiming’, he continued, ‘at 
fundamentally higher standards of 


entry into the profession and higher 


The 
Institute had produced’a scheme for: 
the future which was aimed at pro- 


standards of training, both on the 
academic and the practical side’. The 
Institute was also trying to encourage 
consultancy because it was realized 
that every practitioner could not be 
a ‘Jack-of-all-trades* — he required 
specialist help. 

‘We are having regard also to public 
relations, and we recently published a 
statement on ethics. It virtually said 
that if you are a chartered accountant 
you should fly the fact from the roof- 
tops.. If you achieve some honourable.. 
distinction ‘outside the profession, 
either nationally or locally, then .do 
your best to broadcast it.’ 

Mr Kitchen added that members of 
the profession should develop an 
intense feeling that wherever they went 
they were representing the profession _ 
and should not.let it down.. 

Other speakers were Mr L. M: 
Carey, Headmaster of Bromsgrove. 
School, and Mr P. B. G. Williams, the 
Secretary of the Society. 


Exeter Chartered Accountants’ Dinner 


HE accountancy profession was on 

the verge of great developments 
through possible integration, declared 
Mr C. Montgomery Williams, F.c.a., 
a member of the Council of The Insti- 
tute of Chartered Accountants in 
England and Wales, speaking on 
Friday of last week in Exeter at the 
annual dinner of the Exeter and 
District Society of Chartered Account- 
ants. 

Mr Montgomery Williams, who was 
responding to the toast of the Institute, 
said that when considering the possible 
amalgamation many people referred to 
dilution. He pointed out, however, 
that the high standard of training and 
ethical requirements would still re- 
main. 

Speaking about accountants’ work, 
he said he was certain that the vast 
majority of clients had no idea of the 
complexity of the fiscal legislation 
which accountants had to deal with. 


Nor for that matter did he think many 
accountants realized how fearfully com- 
plicated it was until they had to get 
down to a particular pcint. 

Referring to the Institute’s recent 
statement on sole practitioners, he 
said that anyone who worked on their 
own would do well to read the advice 
and recommendations made for them 
by the Institute in the guide. Another 
valuable document also recently issued 
was that or. ‘Unlawful acts or defaults 
of clients’. A practitioner disregarded 
this at his own peril, he declared. 

Expressing pride in the achieve- 
ments of the Institute, he said it had 
made tremendous strides in recent 
years, not only through the work of the 
Council, but through individual mem- 
bers as well. Members were giving 
more assistance to clients than ever 
before. 

Mr Montgomery Williams also 
spoke of the computer as’ a ‘break 


through’. It could deal quickly, com- 
pletely and accurately with small in- 
complete record jobs, and saved 
articled clerks a lot of drudgery. ) 

Proposing the toast of the Institute, 
Mr John Nott, M.P. for St Ives, said: 
‘It is on the ability of our small firms 
and independent businessmen, assisted 
by the spur of competition and the 
carrot of incentive, that this country’s 
future depends; but unfortunately 
today, for even the most enterprising 
and dynamic small businessman, there 
is no incentive whatsoever and no 
understanding by Government of the. 
small businessman’s needs’. , 

There were five reasons why small 
businessmen believed that the Govern- 
ment was actively against them, con- 
tinued Mr Nott. First, the complexity 
of paper work, which meant that up to 
40 per cent of office time had to be 
spent on PAYE, State insurance, 
SET and communications with and 
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questionnaires from Ministries — 
all entirely non-productive work. 
Seccndly, close-company legislation 
made it difficult for the small business 
to expand. Thirdly, greater disclosure 
placed the small business at a competi- 
tive disadvantage with its larger rival. 
Fourthly, estate duty made the con- 
tinuity of a family business difficult to 
achieve, and fifthly, the level of taxa- 
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tion, not higher overall but higher on 
an increment over {25 per week than 
any other advanced industrial country, 
penalized enterprise and success. 

Mr Nott added that he respected 


both the integrity and professionalism. 


of accountants; it was the accountants 
upon whom the Government ulti- 
mately relied for the implementation 
of their financial proposals. 


Fiscal Legislation 
Any Standard’ 


NY fundamental change in the tax 

structure could have a disastrous 
effect on the already overburdened 
Inland Revenue department and those 
concerned with administering the tax 
laws, said Mr C. Croxton-Smith, 
M.A., LL.B., J.P., F.C.A., Vice-President 
of The Institute of Chartered Account- 
ants in England and Wales, at the 
annuel dinner of The Nottingham 
Chartered Accountant Students’ 
Society on Friday of last week. 


Need for intelligible legislation 


Mr Croxton-Smith, who was respcend- 
ing to the toast of the Institute, said 
that recent governments ~ and par- 
ticularly the present one ~ had not 
exactly been helpful to any profes- 
sional man. Legislation needed to be 
intelligible and accepted as reasonable 
by the man in the street if it wes to 
have any practical effect, he went on. 

Much recent tax legislation had 
been pretty shocking by any standard 
and he had been disturbed to hear a 
Government spokesman say recently 
that the introduction of corporation 
tax had reduced taxation on small 
businesses by 25 per cent as compared 
with previous assessments under in- 
come tax and profits tax. : 

If, he continued, it was only neces- 
sary to compare the rate per cent of 
the one tax with the rate in the pound 
of the other this might be true. But 
our legislators did not stop there: 
distributions have now to be paid 
gross instead of net and somebody had 
enough of a nightmare to dream up the 
thing called ‘a close company’ which, 
he declared, he found to be the most 
disheartening and frustrating - thing 
that had happened to small businesses 


in his 20 or 30 years in practice. 

On the one hand, parsimonious 
limits are still retained on the amounts 
of directors’ remuneration, chargeable 
for tax; on the other 60 per cent of 
profits (after tax) must be distributed 
unless you can prove a need to retain 
some or all of it. How often can you 
prove the need, until the need is on 
your 

He had every sympathy for some 
small kusinessmen who were in fact 
paying tax increased by several hun- 
dred per cent. The brain drain was 
now beginning to occur among leaders 
of small businesses as well as among 
members of the professions, he de- 
clared. 

Earlier, referring to the integration 
scheme, Mr Croxton-Smith said that 
it raised a basic question of principle ~ 
was accountancy, whether carried on 
in practice, industry or government, 
basically one skill or not? a 

If it was, there should be a great 
deal to be gained by having one 
central body for training and for deal. 


‘ings with the Government, other pro- 


fessions, and with bodies such as the 
CEI, the Stock Exchange and the 
banks, he continued. 

Whatever the outcome, the Institute 
was pressirg on to raise the standard 
of entry to that required by universi- 
ties, and was now taking steps to bring 
training methods into line with modern 


thinking. 


Teaching as a career ` 


He was convinced that the universities 
and cclleges of technology must play 
a iar greater part in professional train- 
ing. And the profession must encour- 
age more people to take up teaching as 
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The toast of the City and the County 
of the City of Exeter was proposed by 
the Chairman of the Society, Mr G. 
Ware, D.F.C., F.C.A., to which the 
Mayor of Exeter, Alderman J. B. 
Martin, responded. Mr Ware also pro- 
posed the toast of the guests, which was 
responded to by Mr H. Sykes-Balls, 
President of the Devon and Exeter 
Incorporated Law Society. 


‘Shocking by 


a career. The profession was woefully 
short of lecturers and good study 
material. 

Accountants, he said, were having 
continually to acquire specialized 
skills. Few people had grasped what 
computers were going to mean in 
industry and commerce in the future. 
He felt practitioners should be forming 
themselves into larger groups or into 
pools to provide resources to take 
advantage of developments in com- 
puters and mechanization. 


Financial efficiency 


Proposing the toast of the Institute, 
Mr F. A. Burden, M.P. for Gil- 
lingham, said there was increasing 
awareness of the contribution that 
accountants could make to financial 
efficiency. 

He stressed the growing importance 
of management consultancy. The pro- 
fession offered enormous opportuni- 
ties to young people, he added, but it 
also held great responsibilities in 
helping the country to return to its 
former position as one of the great 
trading nations of the world. 

During the evening, the Howitt 
Prize for the outstanding student in 
the area was presented by the donor, 
Sir Harold Howitt, G.B.E., D.S.O., 
D.C.L., LL.D., D.L., F.c.A., to Mr C. J. 


Ringrose. 
The toast of the Society was pro- 
posed by Mr A. Rothera, City 


Coroner, and the President of the 
Society, Mr R. C. Turton, A.C.A., 
responded. Mr John High, the 


' Society’s secretary, proposed the toast 


of the guests, which was responded to 
by Mr C. Dugard, chairman and 
managing director, Cooper & Roe Ltd. 
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In Parliament 


Close Companies 


Sir STEPHEN McAppen asked the 
Chancellor of the Exchequer whether 
he is aware that the Inland Revenue 
are charging shareholders to surtax on 
the covenanted charity donations paid 
by close companies in cases where no 
short-fall assessment is made on the 
company, and where the dividend paid 
by the company is in excess of its re- 
quirement of its standard; and 
whether he will seek to amend the law 
to remove this anomaly. 

Mr Taverne: I do not regard this 
as an anomaly. 

Hansard, November 18th, 1968. 
Written answers, col. 221. 


Private Wealth: Distribution 


Mr Winnick asked the Chancellor 
of the Exchequer what recent estimate 
has been made by his Department on 
the distribution of private wealth in 
the country; and if he will publish the 
numbers in percentage terms, giving 
comparative figures on the distribution 
of private wealth in 1938 and now. 

Mr Harotp Lever: The latest 
official estimates relating to 1967, cal- 
culated by applying mortality rates to 
estate duty returns as in the report of 
the Board of Inland Revenue for the 
year ended March 31st, 1967, are as 
follows: 


I regret that there are no official 
estimates for 1938. 

Hansard, November "oh, 
Written answers, col 244. 


1968. 


Betterment Levy: Hotels 


Sir J. EDEN asked the Minister of 
Housing and Local Government in 
view of the need to expand new hotel 
development and to increase the rate of 
modernization of existing hotels, 
whether he will review the decision to 
include hoiels in the charge for better- 
ment levy under the Land Commission 
Act 1967. 

Mr K. Rosixson: No. An exemp- 
tion for hotels would be a major de- 
parture from the principles of the 
Land Cornmission Act. Extensions of 
existing hotel premises up to Io per 
cent of the cubic capacity do not 
attract levy. 

Hansare, November "ob, 1968. 
Written answers, col. 248. 


Decimal Comma 


Mr Gorpon CAMPBELL asked the 
Minister of Technology whether the 
decimal comma will be adopted in 
Great Britain in the metric system, as 
in other countries, rather than the 
decimal pcint. 


Mr Benn: As there is no majority 


preference for the comma in this 


DISTRIBUTION OF WEALTH OWNED BY INDIVIDUALS IN GREAT BRITAIN 


Range of net wealth 


Over Not over 
£ £ 
—— 1,000 
1,000 3,000 
3,000 5,000 
_ 5,000 10,000 
10,000 15,000 
15,000 20,000 
20,000 25,000 
25,000 50,0900 
50,000 100,000 
100,000 200,000 
200,000 -— 
Total 


Number of owners 
of weaith 
coos Per cent 


Amount of wealth 
Looom. Per cent 














5,398 312 2'8 3'4 
5,273 30°5 , 98 1X7 
2,966 Lt 11-6 13'9 
2577 12°6 15°3 18°3 
620 3°6 4-6 or 
220 e 4'8 5*7 
157 09 3°4 4'I 
270 1'6 9'9 EN, 
109 of 75 OO 
37 o2 Srt 6-1 

LA O'I 5'8 6'9 
17,300 I100'0 83:6 100'O 
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country, no uniformity in decimal sign 
usage in metric countries, and no 
international agreement on numerical 
notation, it is not proposed to change 
existing conventions at present. 
_ Hansard, November 2oth, 
Written answers, col. 279. 


1968. 


Investment Grants 


Mr W. T. Witurams asked the 
President of the Board of Trade what 
rules he has laid down for the adminis- 
tration of investment grants in circum- 
stances where the firm which undertook 
the capital expenditure has been ab- 
sorbed in a merger before an applica- 
cation for grant in respect of a 
qualifying process has been dealt with 
by his Department. 

Mr DELL: Investment grants can be 
paid only to a firm which has incurred 
capital expenditure in providing a new 
asset. If such a firm is absorbed in a 
merger it is usually possible for the 
Board to make grants to it while it 
remains in existence as a legal person, . 
provided the new owner of the asset is 
willing to undertake to use it as re- 
quired by the provisions under which 
grant is made. However, once the firm 
that originally incurred the expendi- 
ture has ceased to exist, there is no 
other person to whom under the 
Industrial Development Act a grant 
can be made. If my hon. friend has a 
particular case in mind I shall be 
happy to look into it. 

Hansard, November 2oth, 1968. 
Written answers, col. 285. 


Professions: Monopolies 
Commission Report 


Mr Oakes asked the President of the 
Board of Trade when he now expects 
to receive the report of the Monopolies 
Commission on the professions. 

Mr Devt: The Commission are 
making good progress with this inquiry, 
but I am not yet able to say when they 
will report. 

Hansard, November zist, 
Written answers, col. 322. 


1968. 


Income Tax: 
international Comparisons 


Mr WADDINGTON asked the Chancellor 
of the Exchequer (1) How much a 
married man with two children earning 
£2,500 a year gross pays in income tax; 
and, from information available to 
him from international sources, what 
is the sum paid in tax by a man with 
the same responsibilities and similar 
income in France, West Germany and 


~ 
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the United States of America, re- 
spectively? 

(2) How much a married man with 
two children earning {5,000 a year 
gross pays in income tax; and, from 
information available to him from 
international sources, what is the sum 
paid in tax by a man with the same 
responsibilities and similar income in 
France, West Germany and the 
United States of America respectively? 

(3) How much a married man with 
two children earning {£7,500 a year 
gross pays in income tax and surtax; 
and, from information available to 
him from international sources, what 
is the sum paid in tax by a man with 
the same responsibilities and similar 
income in France, West Germany and 
the United States of America, re- 
spectively? 

(4) How much a married man with 
two children earning {10,000 a year 
gross pays in income tax and surtax; 
and, from information available to 
_ him from international sources, what 
is the sum paid in tax by a man with the 
same responsibilities and similar in- 
come in France, West Germany and 
the United States of America, re- 
spectively. 

Mr Taverne: the details asked for 
are given in the table below: 


‘TAX PAID BY A MARRIED MAN WITH TWO 


CHILDREN UNDER II 
Annual West 
earnings UK France Germany USA 


£ £ £ £ £ 


2,500 552 135 316 199 
5,000 1,401 633 1,063 745 
7,500 2,590 1,444 2,068 1,492 
10,000 4,073 2,404 3,190 2,408 


(1) Figures for France, West Ger- 
many, and the USA relate to the tax 
year 1968; and for the UK to 1968—69. 

(2) Incomes and tax in foreign 
countries have been computed by 
converting from and to the sterling 
equivalent at official exchange rates; 
they do not reflect differences in the 
cost end standard of living and differing 
salary levels abroad. 

(3) The USA figures include State 
taxes as well as Federal taxes. 

(4) The French figures include sur- 
charges imposed for 1968 but do not 
include deductible social security con- 
tributions. 

(s) The UK tax figures include the 
tax on family allowances for one child 
(amount for 1968-69 to £42 18s in 
addition to the earnings shown). 

Hansard, November 22nd, 1968. 
Written answers, col. 357. 


Occupational Pension Rights 


Sir B. Ruys Wiliams asked the 
Secretary of State for Employment 
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and Productivity what plans she has 
made to ensure that rights accrued 
under private occupational pension 
arrangements are made fully transfer- 
able on changes of employment by 
the beneficiaries; and whether she will 
make a statement as to the method by 
which such rights are to be valued. 

Mr HartrersLey: The White Paper 
on the new earnings-related pension 
scheme will outline the Government’s 
proposals for the safeguarding of occu- 
pational pension rights. I cannot antici- 
pate what will be said in that White 
Paper. 

Sir B. Ruys WILLIAMS: Why are the 
Government taking so long to act 
about this urgent matter? Will the 
Minister undertake that, when these 
steps are finaly introduced, he will 
clarify the position between transfer- 
able pensions and frozen pensions and 
go the whole way to transferability? 

Mr Harrerstey: I can assure the 
hon. Member that I shall clarify the 
two pcsitions. | am afraid that I can- 
not give the House any assurance as to 
which of those two positions the 
Government favour. 

Hansard, November 25th, 
Oral answers, col. 16. 


1968. 


Directors’ Remuneration 


Mr Barnett asked the Chancellor of 
the Exchequer what is the estimated 
net cost of increasing the limit to 
£5,000 for each full-time working 
director in a close company, after 
allowing for tke estimated increased 
revenue from income tax and surtax. 

Mr Harop Lever: About 12 
million for a full year. 

Mr Barnett asked the Chancellor 
of the Exchequer what is the estimated 
net cost of completely removing the 
limits ror direc-ors’ remuneration im- 
posed by section 74 of the Finance 
Act 1965, allowing for estimated in- 
creasec revenue from income tax and 
surtex, 

Mr Harop Lever: About £20 
million for a full year. 

Hansara, November 25th, 
Written answers, col. 42. 


1968. 


Value-Added Tax 


Mr Dopps-PAEKER asked the Chan- 


cellor of the Exchequer when he 
expects the National Economic De- 
velopment Council to complete its 
review of the proposals to- introduce 
a value-added tax. 

Mr Diamonp: At its last meeting 
the Council discussed the paper by the 
committee which it had set up to look 


\ 
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into the implications of a VAT in the 
United Kingdom. The council agreed 
that this threw useful light on the sub- 
ject and invited the NEDC to prepare 
a fuller report on the basis of this 
paper. 

Mr Hoo ey asked the Chancellor of 
the Exchequer what studies are cur- 
rently being undertaken by his Depart- 
ment into the problems of introducing 
a continental-style value-added tax. 

Mr ALFRED Morris asked the Chan- 
cellor of the Exchequer what con- 
sideration he is giving to the report on 
a value-added tax which was recently 
presented to the National Economic 
Development Council; what progress 
has been made with Her Majesty’s 
Government’s parallel inquiry into 
this form of taxation; and if he will 
make a statement. 

Mr Damon: The problems affect- 
ing a value-added tax are kept under 
continuous review. The recent interim 
report from the committee appointed 
by the National Economic Develop- 
ment Council to examine this question 
led to a useful discussion at a recent 
meeting of the Council, but further 
consideration must await a fuller 
report being prepared by the National 
Economic Development Office. I have 
nothing further to add to what my 
right hon. friend the Chancellor of the 
Exchequer said on this subject in his 
lest Budget statement. 

Hansard, November 26th, 
Written answers, col. 61. 


1968. 


Widows: Income Tax Arrears 


Mr ARTHUR Lewis asked the Chancel- 
lor of the Exchequer whether he is 
aware of the difficulties caused to 
women who become widows having to 
meet arrears of income tax on their 
first year’s widow’s pension; and 
whether he will make an arrangement 
for the tax to be deducted weekly by 
arrangement with the taxpayer con- 
cerned when tax is due, 

Mr Harop Lever: If the widow 
tells the tax office the amount of her 
pension as soon as she starts to draw it 
it is usually possible to avoid a tax 
arrear. Special arrangements for tax to 
be deducted from the pension itself 
are not practicable; but where the 
widow has a job the liability can often 
be covered by increased PAYE deduc- 
tions from her earnings. Where it~is 
necessary to ask for payment of tax 
direct to the Revenue, it is normally 
payable to the Collector of Taxes in 
four equal instalments. 

Hansard, November 26th, 
Written answers, col. 75. 
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Notes 


and 
Notices 





PROFESSIONAL NOTICES 


Messrs Fatrrax & Co, Chartered 
Accountants, announce that the prac- 
tices of T. O'DEA, Newman, LILLEY & 
Co, and G. Patston Les & Co, 
which have been conducted from 
Myrtle House, Hampton Court, and 
elsewhere for a number of years, have 
been merged as from November ist, 
1968 and will be carried on from the 
Hampton Court address under the 
name of FAIRFAX & Co, Chartered 
Accountants, by Messrs T. O'DEA, 
c.A., and G. PATSTON LILLEY, F.C.A. 
Mr H Royston NEWMAN will act as 
consultant to the group. 


Messrs WALTER S. Lewis & Sons, 
Chartered Accountants, of 3 King 
Street, Rochdale, announce that as 
from November ioth, 1968, due to 
ill-health, Mr JoHN IBBOTSON, B.A. 
(COM.), F.C.A., has retired from the firm, 
and Messrs J. G. HOLCROFT, F.c.A., 
J. S. G. BARKER, F.c.a., R. D. UTTLEY, 
` F.C.A., and J. RICHARDSON, A.C.A., have 
acquired the practice. Mr IBBOTSON 
will be retained in a consultative 
capacity. The firm will be associated 
with Messrs F. HUNTER, GREGORY Sr 
Lorp, Chartered Accountants, of 
Irwell ‘Terrace, Bacup, in which firm 
the above members are partners. 


Messrs MIDGLEY, SNELLING & Co, 
Chartered Accountants, of Ibex House, 
Minories, London EC3, and Messrs 
Muir & Appy, Chartered Account- 
ants, of 7 Donegall Square West, 
Belfast 1, Northern Ireland, announce 
the formation of a firm under the name 
MIDGLEY, SNELLING, Muir, ADDY & 
Co, which will practise at the above 
addresses in England and Northern 
Ireland. The partner firms will con- 
tinue to conduct their separate prac- 
tices as heretofore. 


Messrs MIDGLEY, SNELLING & Co, 
Chartered Accountants, of Ibex House, 
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Minories, London EC3, and Messrs 
RicHARDSON, McEvitty & REID, 
Chartered Accountants (S.A.), 
Argon House, Braamfontein, Johan- 
nesburg, announce tae formation of a 
firm under the name Messe, 
SNELLING, Rem & Co, which will 
practise in the United Kingdom and 
South Africa. The partner firms will 
continue their separate practices as 
heretofore. 


Messrs PANNELL ` FITZPATRICK 
BELLHOUSE Mwanct & Co, Chartered 
Accountants, announce that they have 
taken over the pracuce of MacEwan 
Rajear DavpA & Co, Chartered Ac- 
countants, in Arusha, Tanzania, which 
will be carried on in the name of 
PANNELL FITZPATRICK BELLHOUSE 
Mwancli & Co, at Flaviana Building, 
Boma Road, PO Eox 180, Arusha, 
‘Tanzania. 


Messrs THORNTON BAKER & Co, 
Chartered Accountants, announce that 
from December 2nd. 1968, the address 
of their Oxford office is West Way 
House, Elms Parade, Oxford. Their 
telephone numbers are unchanged: 
Oxford 48471~-4 and 42845. 


APPOINTMENTS 


Mr W. A. Barr Ga, formerly 
manager of the group accounting 
department of Pilkington Brothers 
Ltd, has been appcinted group chief 
accountant following the retirement of 
Mr J. B. Bowden, F.c.a. Mr Barr is 
succeeded in his previous position by 
Mr M. L. D. Windsor, F.c.a., and Mr 
P. H. Grunwell, a.c.a., has been 
appointed to succeed Mr Windsor as 
head of group accounting development. 





Mr M. L. D. Windsor 


Mr W. A, Barr 


Mr R. A. P. Bruce, A.F.C., F.C.A., 
has been appointed a director of 


‘First National Finance Corporation 


Ltd. 


Mr F. Hitchins, F.C.A., group 
financial comptroller of English China 
Clays Ltd, has been appointed to the 
board of the company. S 


Mr G. C. Jones, opp. 
F.ILM.T.A., 


F.C.A., 
bas been appointed joint 
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managing director of Long, Till & 
Colvin Ltd. Mr Jones was formerly a 
director of the company and is a Past 
President of The Institute of Munici- 
pal Treasurers and Accountants. 


Mr John Lowe, a.c.a., has been 
appointed managing director of 
Charterhouse (Ireland) Ltd, a sub- 
sidiary of the Charterhouse Group. 


Mr Robin Rigby, M.C., F.C.A., who 
was appointed to the board of 
Bonochord Ltd in September, has 
been appointed chairman of the 
company. 

Mr James Sedcole, F.C.A., A.C.W.A., 
previously company secretary and 
an executive director of Borg-Warner 
Ltd, has been appointed to the full 
board of the company as financial 
director. He will continue as company 
secretary. 


Mr David W. Walker, A.A.C.C.A., 
has been appointed chief accountant 
of The Ben Line Steamers Ltd with 
effect from December ist, following 


the retirement at the end of this month 
of Mr T. R. Park, c.a. 


CAPITAL GAINS TAX 
New Revenue Form 


Form CG28 is now available from tax 
offices, on which a taxpayer may elect 
once and for all that all his holdings of 
equities at April 6th, 1965, which were 
still held on March roth, 1968, should 
be treated as having been acquired at 
their April 6th, 1965, value. He may 
also elect on the same form for similar 
treatment for the whole of his holdings 
of fixed interest securities and prefer- 
ence shares at April 6th, 1965. In both 
cases the election once made is irre- 
vocable. Copies of the new form are 
being distributed to taxpayers’ agents. 


SPECIAL CHARGE PAYMENT 
ARRANGEMENTS 


As readers are aware, the special 
charge becomes payable on January 
Ist, 1969, or on the day following the 
making of the assessment, whichever 
is the later. In either case, if the tax is 
paid after January xst, 1969, an 
interest charge will normally be due 
from that date until the date of pay- 
ment. If, however, the payment is 
made by means of personal tax reserve 
certificates bought on or before Janu- 
ary Let, 1969, the interest charge will 
not apply. Tax reserve certificates may 
be purchased, in denominations of £5 
or multiples of Ze, through most 
banks, or direct from the Bank of Eng- 
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land, Loans Office, 1 and 2 Bank 
Buildings, London EC2. 

The Inland Revenue state that if a 
person does not wish to use tax 
reserve certificates to provide for 
special charge but would like to avoid 
the interest charge from January Ist, 
1969, payment in advance of assess- 
ment can be made at any time to the 
Accountant and Comptroller General 
(Cashier), Inland Revenue (A), South 
Block, Barrington Road, Worthing, 
Sussex (not to the Surtax Office). 
Individuals who pay in advance should 
mention that the payment ts on account 
of special charge and give their surtax 
reference number if possible. 


DOUBLE TAXATION — SWAZILAND 


A double taxation agreement between 
Swaziland and the United Kingdom 
was signed in London last week. 
It relates to taxes on income and is 
expressed to take effect in the United 
Kingdom from April 6th, 1968. 

Bezore the agreement can take effect 
in the United Kingdom it will require 
tke approval of Parliament. The text 
of the agreement will be published 
shortly by HMSO as a schedule to a 
draft Order in Council. 


THE EXAMINATION FOR PART I OF 
THE J.DIP.M.A. AND C.M.I. 


Oral courses of instruction for the 
examination for Part I of the Join: 
Diploma in Management Accounting 
and for the Certificate in Management 
Information, are now being run by 
the following colleges: 
Brisrou: College of Commerce. 
HATFIELD: College of ‘Technology. 
Lzeps: College of Commerce. 
LONDON: Ealing Technical College; 
City of London College; and City 
of Westminster College. 
Laron: College of Technology. 
MANCHESTER: College of Commerce. 
SOUTHAMPTON: College of Tech- 
nology. 


In addition, courses can be prc- 
vided by other colleges if the necessary 
minimum number of students is 
forthcoming. These colleges include: 


ABERDEEN: Robert Gordon’s Insti- 
tute of Technology. 
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BIEMINGHAM: College of Commerce. 

CoaTBRIDGE: Technical College. 

DUNDEE: College of Technology. 

Griascow: Central College. 

Leiczster: College of Technology. 

PORTSMOUTH: College of Technology. 

SLoOUGE: College of Technology. 

STOKE-ON-TRENT: College of Tech- 

nology. 

Correspondence courses are avail- 
able fram Messrs Foulks Lynch, 4 
Chiswell Street, London ECr, and 
the Metropolitan College, St Albans, 
Hertfordshire, or at 30 Queen Victoria 
Street, London EC4, 

Further information about the 
examination may be obtained from 
The Institute of Chartered Account- 
ants in England and Wales, City 
House, 36-65 Goswell Road, London 
EC1, or The Institute of Chartered 
Accountants in Ireland, 7 Fitzwilliam 
Place, Dublin 2, or The Joint Diploma 
Board, 73 Cheapside, London ECz. 


HOLBORN DISCUSSION GROUP 


At the meeting of the Holborn Dis- 
cussion Group of Chartered Account- 
ants on Wednesday, December 18th, 
the sukject for discussion will be “The 
Insiitute’s scheme for the develop- 
ment of the accountancy profession’. 
The discussion will be introduced by 
Mr D. G. Richards, F.c.a., Vice- 
Chairman of the London and District 
Society. Guests will be welcome. 

The group meets on the third Wed- 
resday of each month at 6 for 6.30 
p.m. at the Russell Hotel, Russell 


Square, London WC, Further details, 


from the secretary, Mr Brian Currie, 
roth Floor, St Alphage House, Lon- 
don EC2 (MON. 8080). 


THE CHARTERED INSTITUTE OF 
SECRETARIES 


Conferences on Decimalization 


Three decimalization conferences on 
the principal aspects of conversion to 
decimal currency are to be held by 
The Chartered Institute of Secretaries 
in the new year. The conferences, 
which will be open to business execu- 
tives whether they are members of the 
Institute or not, will be held in London 
on January 27th, in Manchester on 
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February sth, and in Glasgow: on 
February 6th. 

The London conference will be 
opened by Lord Fiske, Chairman of 
the Decimal Currency Board. Subjects 
to. be covered will include problems 
relating to accounts, staff training and 
office machines and the speakers will 
be: Mr N. E. A Moore, Secretary of 
the Decimal Currency Board; Mr 
J. A. Murray, T.D., B.COM., F.C.A., 
F.C.W.A., F.C.I.S., chairman of the 
Institute’s Research Panel on Deci- 
malizetion; Mr E. B. Young, F.C.LS., 
of AIC Ltd; and Mr S. E. Wood- 
Higgs, F.C.I.S., secretary and director, 
Office Machines and Equipment 
Federation. There will also be a 
‘brains trust’ session in which the 
above speakers will participate and 
who will be joined by Mr B. C, Sharp, 
chief accountant, Barclays Bank Ltd, 
and a member of the British Bankers 
Association Decimal Currency Work- 
ing Committee. 

Further particulars regarding the 
conferences, together with application 
forms, are available from the Secretary, 
The Chartered Institute of Secretaries, 
16 Park Crescent, London WIN 4AH. 


THE CHARTERED ACCOUNTANTS’ 
BENEVOLENT ASSOCIATION 


At a recent meeting of the Manage- 
ment Committee the chair was taken 
by Mr R. L. Eke, Soa, President of 
the Association, and seven members 
were present. 


Applications for assistance 
Eight new applications were con- 
sidered. Grants or donations were 
made in six cases and two applications 
were refused. | 

One of the applications was from a 
widow with a daughter at school. Her 
husband, who had been in practice, 
had died some years ago. She had been 
working to augment an annuity due to 
her from her husband’s partner. The 
annuity had ceased on the death of the 
partner whose estate appeared to be 
insolvent and, owing to illness, she had 
had to give up her work temporarily. As 
an interim measure a donation of 
£150 was made and her circumstances 
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are to be re-examined early in 1969. 
Twenty-seven applications for the 

renewal of grants were considered and 

further grants were made in all cases. 


Changes in circumstances 

Thirteen cases were reported in which 
circumstances had recently changed. 
Donations and adjustments in grants 
were approved in several instances. 


COURSES IN LONDON 


A three-day course on ‘Operational 
research’ is to be held in London from 
January ‘21st to 23rd. The course will 
be conducted by Professor B. H. P. 
Rivett, Professor of Operational Re- 
search at the University of Sussex. 
Subjects to be covered will include the 
problems of structure, inventory, allo- 
cation, labour turnover, and the pat- 
terns of success and failure of 
operational research. 

Also in London — from February 
4th to sth ~ there is to be a two-part 
course under the title “Discount the 
cash flow’ which will deal with 
the newer techniques for assessing the 
profitability of capital expenditure. 
Part I (on February 4th) will be an 
introductory course and Part II on the 
following day will be for those who 
have either attended the first part or 
who can provide an assurance of a 
good working knowledge of DCF 
procedures. 

Further particulars of these and 
other courses are available from Dr 


J. M. S. Risk, B.COM., PH.D., C.A., 
F.C.W.A., J.DIP.M.A., F.C.LS., F.B.LM., 
M.1.M.c., PO Box 40, Amersham, 


Bucks. 


INSURANCE OFFICE ACCOUNTING 
GUIDE LINES 


Office and Accounting Systems is the 
title of a booklet published by The 
Corporation of Insurance Brokers 
setting out the guide lines for the 
operation of office and accounting 
systems applicable to firms of non- 
Lioyd’s brokers of small-medium size. 

Copies of the booklet are obtainable 
free of charge from the Secretary, The 
Corporation of Insurance Brokers, 15 
St Helen’s Place, London EC3. 


- December 
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CHARTERED ACCOUNTANTS’ 
HOCKEY CLUB 


The Chartered Acccuntants will play 
the Law Society on Wednesday next, 
rith, at 3.0 p.m., at 
Crystal Palace. 


CORRECTION 


We regret that towards the end of the 
report of the annuzl dinner of the 
Women Chartered Accountants’ 
Dining Society, in The Accountant of 
November 23rd, the comments of 
Baroness Phillips, replying to the toast 
of the guests, were attributed to Miss 
Margaret Hodge, the proposer. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN =NGLAND AND 
WALES 


Members’ Library 


The Librarian reports that among the 
books and papers acquired by the Institute 
in recent weeks by purckase and gifts are 
the following: 


Accounting: (Rowland and Mared: 
“th edn. by B. Magee, F.C.A. 1968. 
(Gee, presented, 30s.) 

The American Challenge; by J. J. 
Servan-Schreiber: trans. by R. Steel. 
1968. (Hamish Hamilton, 35s.) 

Bowstead on Agency; by W. Bowstead: 
13th edn. by F. M. B. Reynolds and 
B. J. Davenport. 1968. (Sweet & 
Maxwell, 140s.) 

Business Finance; by F. W. Paish: 
4th edn. 1968. (Pitmen, 253s.) 

Capital Investment Dec:sions: a manual 
for profit planning; br L. E. Rockley. 
1968. (Business Books Ltd, gas.) 

Charlesworth’s Company Law; by TT. 
Charlesworth]: gth edn. by T. E. 
Cain. 1968. (Stevens, 40s.) 

Chitty on Contracts; by J. Chitty: 23rd 
edn. by A. G. Guest. Vol. I: general 
principles. Vol. II: specific contracts. 
1968. (Sweet & Maxwell, 315s.) 

Corporation Tax and income tax upon 
company distributions; by J. E. 
Talbot, F.c.A., and , Se A. 
Wheatcroft. 1968, (Sweet & Maxwell, 
presented by J. E. Talbot, F.C.A., 
110s.) 

Figures Help: a practical guide to 
management accountancy systems for 
the clothing manufacturer. (National 


December 7th, 1968 


Economic Development 
1968. (HMSO, vos 6d.) 
Incentive Payment Systems for Mana- 
gers; by A. J. Merrett and M. R. M. 

White. 1968. (Gower Press, 63s.) 

Investment and Unit Trusts in Britain 
and America; by H. Burton and D. C. 
Corner. (1968). (Elek Books, 126s.) 

The Large International Firm in 
Developing Countries; by Edith T. 
Penrose. 1968. (George Allen and 
Unwin, 48s.) 

The Law relating to Moneylenders; by 
Lord Meston: sth edn. 1968. (Oyez, 
IIOS.) 

Management Glossary; by H. 
Johannsen and A. Robertson: ed. by 
E. L. Brech. 1968. (Longmans, 
305. 

Managing the British Economy: a guide 
to economic planning in Britain since 
1962; by R. Bailey. 1968. (Hutchinson, 


Office}. 


40S. 
Planning Next Year’s Profits; by D. D. 


McConkey. [New York]. 1968. 
(American Management Association, 
65s 6d.) 


Recruitment and Selection in a full- 
employment economy; by R. A. 
Denerley and P. R. Plumbley. 1968. 
(Institute of Personnel Management, 


245.) 

Setting up an Office; by D. W. Logan. 
1968. (Business Books, 6os.) 

Smith’s Taxation: and edn. ed. by 
A. E. Bevan. Huddersfield. 1968. 
(Advertiser Press, 28s 6d.) 

Statistical Techniques in Technological 
Research: an aid to research produc- 
tivity; by W. E. Duckworth. 1968. 
(Methuen, 84s.) 

Studies in Profit, Business Saving and 
Investment in the United Kingdom 
1920-62; ed. by P. E. Hart: Vol. I. 
1965. Vol. II. 1968. (George Allen & 
Unwin, 40s and 60s.) 

Topham and Ivamy’s Company Law; 
by (A. F.) Topham: 13th edn. by 
E. R. H. Ivamy. 1967: supplement, 
1968. (Butterworth, 36s.) 

What to Do with a Family Company 
Now; by A. M. Jepson. 1968. 
(Butterworth, ros.) 

William W. Werntz: His Accounting 
Thought; ed. by R. M. Trueblood 
and G. H. Sorter. New York. 1968. 
(American Institute of Certified Pub- 
lic Accountants, presented, $15.) 

Williams’ Law and Practice in Bank- 
ruptcy; by Sir R. V. Williams and 
W. V. Williams: 18th edn. by M. 
Hunter and D. Graham. 1968. 
(Stevens, 210s.) 
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Capital Gains Muddle 


HEN the Finance Act 1965 with its 271 pages was intro- 
duced, claims were made that it was going to simplify the 
tax system in the United Kingdom. Indeed, to quote the Chief 
Secretary to the Treasury, it was going to be ‘simplicity itself’. 
These claims have not been borne out by actual experience of the 
working of the Act, which has had to be amended in many respects. 
And now litigation is beginning to trickle into the Courts on points 
where the phrase ‘simplicity itself’ can hardly be said to be apt. 
One such point turns on a minor provision in:‘Part.III of the 
Act, the part imposing capital gains tax. Section 22 is a con- 
glomerate of nine subsections covering all kinds of disparate 
matters, including subsection (5) which reads (our italics): 
‘(5) In relation to assets held by a person as nominee for another 
- person, or as trustee for another person absolutely entitled as against 
the trustee, or for any person who would be so entitled but for being 
an infant or other person under disability (or for two or more persons 
who are or would be jointly so entitled), this Part of this Act shall apply 
as if the property were vested in, and the acts of the nominee or 
trustee in relation to the assets were the acts of, the person or persons 
for whom he is the nominee or trustee (acquisitions from or disposals 
to him by that person or persons being disregarded accordingly).’ 

The words in italics represent an addition which was made at 
the behest of the Government on July 7th, 1965, at the Report 
Stage of the Bill. In their anxiety to see that beneficial owners of 
assets should pay their proper tax, the Government have produced 
a situation which has been exercising the minds of trustees and 
beneficiaries, and their advisers, for some considerable time. One 
such case is Tomlinson v. Glyn’s Executor and Trustee Co and 
Knox heard in the High Court last week. 

The appellant was the Inspector of Taxes, the respondents were 
the trustees of a settlement which was set up by Mr John Needham 
Knox in June 1960. Under that settlement, certain investments 
were settled for the benefit of such of the children of the settlor’s 
son, Gerald, as should attain the age of 21 or marry under that age. 


_ The settlement provided that this class was to close when the 


first child attained 21. There are four children, none of whom has 
yet attained 2r. 

In the year 1965-66 — the first year of charge of long-term 
capital gains tax — the trustees disposed of certain investments 
and were assessed in respect of capital gains in the sum of £374. 
The assessment being on trustees, the rate of tax charged was the 
full 30 per cent. If the assessment ought properly to be made on the 
individual infants, pursuant to section 22 (5), then those infants, 
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being EE would be entitled to. the restrictions 
on liability which is imposed by section 21 of the same 
Act. The infants’ income being negligible, the rate of 
tax would ‘have been nil. 

The trustees appealed to the Special Commis- 
sioners against the assessment on them, arguing that 
by virtue of section 22:(5) the assessments ought to 
have been made on the infants themselves seeing that 
on the assumption that they were 21 they would be 
‘absolutely entitled’. The commissioners allowed m 
appeal, accepting the trustees’ argument. 

The Inspector of Taxes demanded a stated case 
which came before Mr Justice Cross on December 
2nd. Giving judgment next day, he allowed the in- 
spector’s appeal and restored the assessment on the 
trustees. ` 

His lordship Gid ai the phrase ` ‘absolutely entitled 
as against the trustee’ was quite new to him: If he had 
been asked two days earlier — when he had not read a 
line of the 1965 Act — whether an infant or a mental 
patient who had an absolute vested interest in some 
property held on trust for him, was absolutely entitled 
as against the trustee, he would have said ‘Yes, of 
course he is’. But that could- not have been the view of 
the draftsman of the section, because if it had been the 
-words ‘or for any person who would be so. entitled but 
for being an infant or other. person under disability: 
would be meaningless. 


It followed therefore that the words in question?” 


must refer to someone who was not simply absolutely 


entitled in equity. to the capital but.who was also able - 


to direct the trustee how to deal with it and to give him 
a good receipt for anything with which he parted. If 
that was the meaning of the phrase, it seemed likely that 
Parliament only referred to an ‘infant’ in section 22 (5) 
as the chief representative-of the class of persons under 
disability. It also seemed that the wording might just 
‘as well have been ‘or any person who would be so 
entitled but for peing under disability and so not able 
‘to give a receipt’. 
Counsel for the Crown argued two points. Tist 

that it was unlikely that Parliament intended to draw 
the distinction between persons entitled contingently 


on attaining 21, and persons entitled contingently. on. 


attaining a higher age such as 25, which would result 
from the decision of the Special Commissioners. 

On the Commissioners’ view, assets held on trust for 
an infant contingently on attaining 21 would not be 
settled property within the Act, so that section 22 (5) 
would apply to sales during the minority and no tax 
would be payable ‘under section 25 (3) when the 
interest in fact vested absolutely. 

On the other hand, in the case of a person. entitled 
contingently on attaining 25, tax would be payable by 
the trustees on sales. made before the vesting date and 
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section 25 (3) would apply so as to make the attainment 
of 25 the occasion of a notional disposition potentially 


attracting tax. 


The Crown’s second point was that the. Special 
Commissioners’ construction might well lead to cases 
where beneficiaries who might never attain a vested 
interest in.the capital would become liable to pay tax 
on dispositions made by the trustees. 

It was argued on behalf of the trustees that if their 
construction resulted in the distinction for capital 
gains tax between vesting at 21 and vesting at a higher 
age, the Crown’s construction resulted in a distinction 
between vesting at 21 and vesting at an earlier age. 
In the case of an interest vesting, say at 19, section 
22 (5) would apply on attaining that age dnd section 
25 (3) would never apply. Indeed, the Crown conceded 
that was true and that the Act was defective from their 
point of view in that respect. , 

On the Crown’s second point — about hardship on 
infants having to find tax on proceeds of sales which 
they had not received — the trustees argued that, in 
practice, the only infants who would be in that position 
would be very rich infants. 

- Section 25 (3) reads: 


‘(3) On the occasion when a person becomes absolutely 
entitled to any settled property as against the trustee al 
the assets forming part of the settled property to which he 
` becomes so entitled shall be deemed to have been dis- 
_ posed of by the trustee, and immediately reacquired by 

him in his capacity as a trustee within section 22 (5) 
of this Act, for a consideration equal to their market 


value.’ 


It will be seen that when using the expression ‘ab- 
solutely entitled’ in section 25 (3), no addition was made 
on July 7th, 1965 in respect of people undera disability. 

It seems perfectly plain now, particularly in the light of 
the judgment of Mr Justice Cross, that the meaning of 
‘absolutely entitled’ in section 25 (3) is precisely the 


game as its meaning in section 22 (5), notwithstanding 


the addition in section 22 (5) of all the verbiage about 
infants and other persons under a disability. SE 
Other muddles in the capital gains tax legislation 


„arise from the special rules for computing the gain in 


relation to a liability arising under section 25 (3). 
Suppose, for instance, that a trust is broken by means 
of an Order under the Variation of Trust Act 1958 
with the result that beneficiaries become ‘absolutely 
entitled’ within the meaning of section 25 (3). There is 
a deemed disposal by the trustee. Section 45 (9) directs 
that this implied disposal shall not imply expenses of 


_ disposal. But the costs of breaking the trust, which are 


not notional but very real, are an ‘essential part of 


bringing about the deemed disposal. Should not these 
be allowed as ‘incidental costs of making the disposal’? 


The Inland Revenue appear to argue otherwise. 
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Institute’s New Counci! Member 
R JOHN CLIVE BAYLEY, Sea, a.c.w.a., a 
managing director of J. Henry Schroder Wage & 

Co, merchant bankers, of London, was elected a 
member of the Council of 
The Irstitute of Chartered 
Accountants ir. England 
anc Wales at a meeting of 
the Council held on Wed- 
nesday of last weex (re- 
ported elsewhere in this 
issue). His election fills the 
vacancy caused by the 
resignation of Mr S. C. 
Hand, F.c.A., of Sheffield 
(anounced in our issue 
ya i "7 of October 12th). 
Mr 'r Bayley, who is eg 45. served for five years in 
‘the Royal Navy during the Second World War, during 
‘which time he was on active service in the Arctic, 
‘Mediterranean and Pacific as an executive officer on 
board destroyers: After the war he took up shortened 
articles with Mr F. S. Parson, F.c.a., J-P., of Brown, 
Peet & Tilley, Chartered ETS and was ad- 
mitted to membership of the Institute in 1950. He 
subsequently studied for membership of ‘The Institute 
of Cost and Works Accountants and became an 
Associate of the Institute in r954. ` 

On completion of his articles in 1949, Mr Bayley 
joined the London office of Peat, Marwick, Mitchell 
.& Co as a chief assistant. Two years later he took up a 
pesition with Smiths Industries Ltd — then S. Smith 
:& Son (England) Ltd — anc. in 1952 was. appointed 
chief accountant of a manufacturing subsidiary in 
‘Wales. He later became chief. accountant of a sales 
division of the group and in 1955 was appointed 
deputy chief accountant of the group’s: principal 
division. In 1957 he joined Eperry Gyroscope Co Ltd 
as chief accountant of their principal division and the 
following year was appointed: assistant controller of 
Sperry. Gyroscope’s United Kingdom companies. 

In 1959 Mr Bayley.was appointed financial controller 
of the newly-formed public company Schroders Ltd 
and of its principal subsidiary, J. Henry Wagg & Co 
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Ltd (now J. Henry Schroder Wagg & Co). He has held 


according to the last week’s Solicitors’ 
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his present appointment as a managing director of 
J. Henry Schroder Wagg since 1962 and has also been 
a därector of Schroders for nearly three years. His 
principal. function is that of financial: director of the 
Schroder group of companies and he has particular 
responsibilities in co-ordinating the activities of the 
New York and London companies. 

Outside his business interests, Mr Bayley’s pastimes 
are bridge, golf and sailing. He is married with three 
children — two girls and a boy. l 


Land Priċes and Betterment Levy 


IGNORANCE: seems to be contributing to- the 
inflationary effect of betterment levy on land prices, 
Journal. 
The journal menticns a number of instances of 
vendors negotiating a sale of property for redevelop- 
ment at good prices reflecting development potential 
and then later hearing for the first time of betterment 
levy. The vendors then seek an increase in price to 
cover the levy. No doubt they have not heard of the 
learned observations of Government economists that 
betterment levy does not inflate land prices. . 

The journal points out that thanks to section 33 of 
the Finance Act 1967 there is, broadly speaking, no 
overlap between capital gains tax and betterment levy, 
and therefore if the vendor is already resigned to 
capital gains tax at 3¢ per cent, then he has only another 
Io per cent to pay. This effect of section 33 of the 
Finance Act 1967 (together with Schedule 14. of that 
Act) was the subject cf examination by Mr K. Buckley 
Edwards in our issue of May 247th, 1967, in the 
course of a series of articles on the betterment levy. 
These articles were subsequently revised and published 
in booklet form. 


Treasury Economics 


, FEW taxpayers will cavil at the cost of sending Civil 
Servants to the Centre for Administrative Studies 


in order:to expand their understanding of economics, 


statistics, decision theory and other. modern manage- 


ment techniques. Some indication of the scope of the 


teaching at the Centre is provided by the three latest 
CAS occasional papers, Nos 7, 8 and 9. (HMSO 3s, 
2s 6d-and 3s 6d respectively.) 

The first of these, Statistical Decision Theory, 


is-written by two university dons, Professor Maurice 


Peston and Dr Alan Coddington. It provides a severely 
condensed introduction to decision-making, together 
with a section on a priori and a posteriori probability. 


This is a very well written paper, but anyone not 


familiar with the nature of statistical decision theory 
will. find it rather heavy going. Indeed, it would be 
interesting To, know just how much the average Civil 
Servant attending such courses does in fact derive from 
this level of discussion. Its limitations do not lie in the 
duality of exposition, which is first-class, but in the 
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nature of the subject, and it is a pity that the two 
authors sought to compress quite so much into these 
few pages. 

Paper No. 8 entitled Operational Research, Models 
and Government, by Mr W. T. Bane, is rather simpler, 
and does not require anything like the same knowledge 
or intellectual effort to follow the argument and 
illustrations. This may in part be due to the fact that 
Mr Bane is not a university don, but is Planning 
Director of International Data Highways, a subsidiary 
of the International Publishing Corporation. In con- 
sequence he has probably a greater awareness of the 
limitations of the average person’s ability to compre- 
hend new concepts. 

The final paper, entitled Clerical Work Measurement, 
by L. C. Harmer, who is in the Treasury Management 
Services (O & M), is probably of the greatest interest to 
the accountant. It is particularly useful because it 
provides a very clear exposition of activity sampling 
techniques including batch control and time study, and 
provides a useful appendix on statistical sampling. 
There are a number of good illustrations which demon- 
strate the practical applications of these ideas. 


Statistical Developments 


I Government has become — if it was not already 
the largest user of statisticians. If the national 
product had grown at the same pace during the past ten 
years as has the volume of economic and social data 
generated by the various departments and the Central 
Statistical Office, the country’s economic difficulties 
would have been at an end. The third issue of Statistical 
News (HMSO 6s) giving the latest developments in 
British official statistics provides some new light on 
developments which will be of significance to industry 
and trade. 

The most interesting announcement is the creation 
of the Business Statistics Office. This is to be developed 
out of the Census Office which has handled the twin 
censuses of production and distribution, and its first 
director will be Mr M. C. Fessey. 

Many accountants, who as a class have undoubtedly 
had their fair share of form filling, will also be pleased 
to learn that a new survey control unit has been set up 
within the Central Statistical Office. Its functions 
include the examination of statistical forms and ques- 
tionnaires sent out by Government departments and 
other public bodies. There has been some criticism 
from industry of the amount of duplication in such 
forms from various departments and it is noteworthy 
that any suggestions about these matters may be 
addressed to the survey control unit of the CSO. 

For the more statistically minded reader, this latest 
issue of Statistical News contains a report on the recent 
developments in input-output statistics, as well as an 
explanation of the changes contained in the new 
Standard Industrial Classification 1968 which super- 
sedes the 1956 classification with the amendments of 


` 1963. Those who wish to understand the basis of the 
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UK’s invisible earnings and payments in the overseas 
payments accounts will be interested in a review of 
recent developments in the collection of these data. It 
is significant that the total of these invisible earnings 
and payments now approaches £7,000 million per 
annum, that is, well over half the corresponding total 
for visible trade. The net surplus is now running at an 
annual rate of over {250 million. It is expected that the 
latest research into these figures will throw more light 
on the UK external financial relationships. 


No Tax on Sale of Goodwill 


LV AV beara ELECTRIC TOOLS LTD has success- 
fully appealed to the High Court against a 
decision of the Special Commissioners of Income Tax. 
The company had exported goods to India until that 
country decided on a policy of self-sufficiency and of 
restriction of imports. 

In 1959 a company called Ralliwolf was incorporated 
in India and 45 per cent of its issued shares went to 
Wolf in consideration of the transfer by Wolf of plant 
and equipment to enable a factory to be built in India. 
The Revenue argued that 3,625 shares in Ralliwolf, 
worth £27,092, received in respect of drawings, 
designs, technical knowledge and other data, fell to be 
assessed as a trading receipt. 

The Special Commissioners upheld the Inland 
Revenue claim (according to The Financial Times of 
November 27th) and Wolf appealed to the High Court. 
Pennycuick, J., allowing the appeal, said he found it 
impossible to reach the same conclusion as the Special 
Commissioners. Before the issue of shares, Wolf had 
among its assets a fund of potentially valuable material 
in India, through Ralli which purchased the Wolf 
products. The effect of the transactions was simply to 
alter Wolf’s capital structure, to replace Wolf’s good- 
will in India by the shares, and that was a transaction of 
a wholly capital nature (Wolf Electric Tools Ltd v. 
Wilson). 


A University Partnership with 
the City of London 


G -= COLLEGE, from its vantage point 
between Guildhall and the Bank of England, has 
become the Graduate Business Centre of the City 
University in providing “post-experience’ studies and 
short courses for the City business man. The centre 
has professors in management studies and applied 
economics and fiscal policy, and a third chair in invest- 
ment and finance has been created this year through 
the generous action of the Esmée Fairbairn Trust. Of 
particular interest is that to assist advanced business 
studies and research there is to be a comprehensive 
information service linked with the university’s com- 
puter and technological resources. 

Further expansion is planned on an imaginative 
scale; indeed, the development plan for the next seven 
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years: makes provision for the acquisition of land and 
construction of new buildings, and the overall cost of 
the project is estimated to be £12 million. Government 
grents through the University Grants Committee have 
already met over £4 million of this and will, it is hoped, 
provide a further £43 million, leaving a shortfall over 
the seven years of some £34 million. Lord Pcole, 
chairman of the Fund Raising Campaign Committee, 
announced at a recent luncheon presided over by the 
Lord Mayor of London, who is the Chancellor of the 
University, that he had already received promises of 
- generous gifts in addition to an anonymous donor’s gift 
of £400,000 for the Hall of Residence. 

In the words of the Pro-Chancellor, Dr O. F. 
Thompson, opp, D.sc., ‘The leit-motif behind the 
courses of the University, based on the premise that we 
cannot live by technology alone, is that real education 
is the cultivation of a man’s mind, and all else comes 
easily’. It is the aim of the university’s officers, the 
council, and the heads of departments tc make the 
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university not only purposeful, but worthy of a great 
city. The building of it is essentially a problem of 
investment, but an investment that will pay dividends. 
It is not, in the view of all concerned, the sort of 
investment which should be left solely to the whim of 
national Government. 


Charities and Covenants 


RES report of the Public Schools Commission 
criticized the enjoyment by public schools of 
charitable status under which they obtained relief from 
rates and income tax. The Commission said: ‘It is 
difficult to see a truly charitable purpose in relieving 
parents who can pay school fees of {500 a vear or more 
of part of the economic cost of their children’s educa- 
tion’. 

All kinds of ripostes spring to the mind, but a 
detailed criticism can be found in a booklet The 
Charitable Status of Independent Schools, published by 





This is My Life 
by An Industrious Accountant 


To office manager and I were chatting about our 
staff training programme for next year when the 
departmental accountant entered, his fat face wreathed 
in smiles. “Sign, please — my advance expense chit,’ 
he chortled. ‘I’m off on that stock-control training 
course tomorrow.’ 

According to our company regulations anybody 
putting in an IOU to the cashier requires his superior’s 
signature on it, so to endorse his docket was merely 
standard procedure. The office manager, however, 
eyed the transaction somewhat sourly. ‘Have a care, 
sir, if you'll take my advice,’ he said, with a laboured 
attempt at humour. ‘We don’t want a repeat of Bertie’s 
trouble.’ oe 

The departmental accountant flushed darkly. Ad- 
mittedly it was a tactless remark, especially coming 
from such an old antagonist of his as our strait-laced 
O.M. Bertie, you see—the sales manager’s favourite 
subordinate — bad just returned from a trade fair 
abroad with an expense account of staggering pro- 
portions, and somehow our ever-active grapevine had 
spread it round the store within the hour. Ultimately, 
indeed, the managing director got into the act and 
Bertie has been in outer darkness ever since. 

The DA not unsiaturally reacted heatedly to the 
O.M.’s crack. He drew what he needed and spent 


what he had to—no more and no less, he snapped, - 


and turned his back rudely on his colleague. That self- 
righteous one-upmanship expert smirked and remarked 
sotto voce that Bertie in exculpation had said exactly 


the same. Still, dinner for nine ‘important business 
contacts’ at that revue bar was a bit thick! 

I silenced the O.M. with a glare and the comment 
that in accounts we must be seen to be like Caesar’s 
wife — above suspicion. Anyhow, just for the record, 
perhaps the D.A. would like to say which procedure 
he preferred to follow. Did he favour the simplest 
basis — so much a day all-in and no questions after- 
wards? Or would he prefer to charge for actual out-of- 
pockets? If he had to entertain anybody he need only 
specify it; we naturally relied on our colleagues’ 
discretion as a matter of course. 

Too late I realized, in the middle of this unctuous 
platitude, that the D.A. had in the past been like 
Caesar’s other celebrazed sidekick, Cassius — ‘much 
condemned to have an itching palm’. ‘Tact didn’t seem 
to be my strong point today ... . still the D.A. only 
had to close the discussion with some smooth generali- 
zation and that should finish the matter. The quicker 
we all shut up at this stage the better or the D.A. would 
put his big foot in it. l í 

But that nitwit mutfed his chance. He didn’t see 
why we always had to be so darned scrupulous just 
because we were in the accounts department, he said 
sulkily. Everyone knew how the salesmen piled it on 
under the ‘hotel and meals’ heading. Dash it all, they 
even had the colossal nerve to put down fivers regularly 
under ‘incidental expenses’ and Scotty let them get. . 
away with it! Why shouldn’t he do as much... 

His voice faltered under our appalled gaze. Well, 
anyhow, there’d be laundry . . . and telephones. . 
and the odd drink or so, he mumbled; he’d rather play 
it by ear this time. Perhaps we could formalize some- 
thing later on. , , 

I signed his chit. The OM had the grace to say’ 
nothing further. There really is nothing to say when 
Caesar’s wife blunders. `. . Bt l 
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Hooker Craigmyle & Co Ltd, The Grove, Harpenden, 
Hertfordshire, price 3s. Included in the booklet aré an 
article by a former Chief Charity Commissioner on the 
constitutional position of charities, and an article on 
the recommendations of the Public Schools Com- 
mission. 

From the same source comes a 64-page booklet 
entitled Charitable Giving and Taxation (7s 6d) which 
reviews the legal position about covenanted payments 
to charities and charity status. It defines a covenant as 
“an irrevocable legal deed which binds the subscriber 
to pay a stated amount to a specified person or body 
for a period capable of exceeding six years (or until 
. earlier death)’. This, however, is a covenant of a par- 
ticular kind; there are many other kinds of covenent. 
Nevertheless, on the practical side, the booklet is very 
comprehensive. 


Compensation for Redundant Council 
Employees 
HE London Government Act 1963, had the effect 
fof bringing certain employments to an end on 
March 31st, 1967. One employee affected was Mr 
Albert Edward Lambert, who had been Clerk to the 
West Kent Valuation Panel of the Kent County Coun- 
cil from 1950 to 1967. He was entitled to compensation 
under the London Government (Compensation) 
Regulations 1964, being then 61 years of age. The 
compensation is based on ‘accrued pension’ which is 
defined in Regulation 2 of the 1964 Regulations as: 
‘Pension to which he would have become entitled... 
if... he had attained normal retiring age’. 
So, under the regulations, one had to assume that 
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he was 65 on March 31st, 1967, for the purpose of 
computing his accrued pension. This was the pension 
under the Local Government Superannuation Act 1937 
which provided for so many sixtieths (for each year of 
service) of his ‘average remuneration’. This is defined 
in the 1937 Act as: 


‘The annual average of the remuneration received by 
him ‘in respect of service rendered during the five years 
immediately preceding the day on which he ceases to 
hold his employment.’ 


Mr Lambert had reached his maximum salary within ` 
the five years preceding March 31st, 1967. If he had 
in fact gone on working until 65 then, of course, he 
would have had the maximum for the whole of the 
final five years. The amount on that basis would have 
been £2,185. The Industrial Tribunal accepted his 
argument. The Minister of Housing and Local 
Government then appealed to the Divisional Court, 
who reversed the Tribunal’s decision, holding that it 
was Mr Lambert’s actual pay in the five years up to 


March 31st, 1967, which had to be averaged and this 


gave a figure of £2,048. 

The Lord Chief Justice said (according to The Times 
of December 6th: Ministry of Housing and Local 
Government v. Lambert) that there was nothing in 
Regulation 2 (1) of the 1964 Regulations to suggest 
that one assumed not only that the normal age of 
retirement had been reached, but also that the average 
had to be calculated on the basis that he had, for the 
preceding five years, reached the salary that he would 
have reached when he was 65. If the Industrial 
Tribunal had been right, then there would be cases 
where the computation would be speculative. 





Effective Budgetary Control 


by A. W. FIELD, F.C.W.A., J.Dip.M.A., F.C.L.S., A:M.B.LM. 


e has never been popular. It fre- 
quently takes the form of extremism and like a 
cartoon it exaggerates the problem. When Mr R. D. F. 
Morris threw out a challenge couched in such an 
uncompromising title as ‘Budgetary control is obsolete’, 
in The Accountant of May 18th last, he could hardly 
have expected to escape a swift reaction. His article 
provoked thought in an area where cherished ‘beliefs 
have become a convention inseparable from the concept 
of good business management. 

Perhaps the rejection of his assertion, so apparent 
in Mr J. Sizer’s article ‘Budgetary control is not 
obsolete’ (The Accountant, October 5th), stems from 
the use of that very word ‘obsolete’. If Mr Morris had 


substituted ‘not effective’ he would have been far 
nearer the truth, for it is easier to break an idol than 
to find a satisfactory alternative. Control is essential 
and if we are to reject a conventional method a more 
dynamic and effective approach must be attempted. To 
do this, the weaknesses of budgetary control should be 
recognized and investigated. 

There can be no confusion between planning and 
control. A budget is a plan, and business can claim 
no special credit for this technique; the British Govern- 
ment has used it for many, many years. What we are 
talking about when we speak of budgetary control is 
the effort to ensure that actual events measure up to the 
yardstick of a comprehensive plan. There is nothing 
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obsolete or unsound in this reasoning although the 
methods adopted and their effectiveness may be highly 
questionable. . 

Before the problem is examined in detail it is 
essential to recognize the difference between a budget 


and a standard, and when Mr Morris quotes Henrict_ 


it must be appreciated that the author refers to standard 
costing and not to budgetary control. The broad 
' difference may be summarized in the statement that a 
standard is a level which should be improved. upon, 
either above or below according to the nature of the 
standard; but a budget is a level which should not be 
exceeded or where the achievement of that level would 
be considered to be satisfactory. On this difference may 
rest the solution to the ineffectiveness of budgeting 
as 1t is generally practised today. 


Practical effect of budgets 


There is a great deal of emphasis placed on the theory 
that each departmental manager should determine his 
own budget. This is based on the rather doubtful 
hypothesis that he will thereafter accept it and make it 
work. It is only too frequently obvious that he is by 
no means the best judge of his level of achievement, 
neither is he a disinterested party. His standards are 
based on past performance and his natural caution will 
make him conservative in his estimates. The tech- 
nique of variable factor programming has shown the 
error of this theory when systematic analyses are made. 

Top management recognizes -he inherent weakness 
of this procedure by imposing an arbitrary cut which 
the cepartmental manager has no doubt anticipated 
in setting his own levels. All this is a crude substitute 
for systematic planning and it provides an unsatis- 
factorv basis for effective control. 

The variance, when it emerges, is suspect. In the 
absence of an unfavourable variance everyone 13 happy 
that the target has been achieved; even if it is unfavour- 
able there is usually a good reascn to be found for the 
difference. Perhaps the very last thing aimed at in 
meeting an expense budget, is a favourable variance 
and the philosophy that it is quite all nght to spend 
up to the limit is naturally prevalent. 

The answer may, as Mr Sizer suggests, be in the 
behavioural sciences and that budgetary contro! is 
psychologically a negative technique. When we apply 
standards at floor level we set an incentive target which 
the worker must reach and exczed in order to earn 
his bonus, yet we are satisfied to control perhaps 
three or four times our direct lahour costs by merely 
setting maximum overhead levels. 

Nowhere in the conventional system do we find a 
positive attitude. Expense control implies that we must 
not spend too much but rarely does it inspire us to 
attempt an actual saving on budgeted levels. Drucker, 
with subtle humour, rejects budgets and budgetary 
control because, he says, they assume that spending 
money gets things done. The psychological effect of a 
positive approach is therefore of the utmost importance 
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and it remains to find the best means of achieving it. 

In an article, ‘Monitoring performance’, published 
in The Accountant of June 15th last, the present writer 
criticized budgetary control and suggested the use of a 
profit level as a means of improving efficiency. The 
proposal may merit further examination. ` 


Control by profit budgets 


At first sight there may be nothing new in the setting 
of budget levels for profit but the important aspect is 
the mental approach of increasing profit rather than 
reducing expense. The problem is how to apply this 
motive throughout the organization so that every 
executive feels himself personally involved and is 
aware of his contribution to the ultimate success of the 
business. 

Each enterprise has its own particular structure and 
therefore it is necessary to study proposals in a broad 
setting; but it may be assumed that all begin by cal- 
culating a comprehensive budget which usually 
culminates in a planned profit figure. The profit may 
be split between divisions, processes or products but 
it rarely extends to each department and activity. 

The conventional practice is to regard the direct or 
manufacturing elements as the profit earners. It may 
be conceded that the salesman contributes a useful 
service but the rest of the organization is regarded as a 
charge against profit, that is to say, it is an overhead 
or — to use the more objectionable American term — 
a burden. 

The accountant has encouraged this attitude of mind 
by his own classification of expenditure and his method 
of recovery based on direct charges. It is essential but 
not easy to regard every department as a producer 
and as a contributor to the job of earning profits. If 
this concept is accepted then each department should 
be credited in the forecast with its proportion of profit, 
and it should by its own efforts, seek to increase that 
profit margin. 


Problems of profit allocation 


In order to ensure reasonable accuracy, a short-term 
budget forecast of not more than one year is generally 
used far control purposes. The total profit estimate 
may be calculated as a percentage of total cost, or it 
may be the margin between costs and known sales 
values depending upon whether the selling values are 
subject to negotiation or are fixed. 

The allocation of total profit over the departments of 
the organization presents interesting problems and the 
nature of each main apportionment merits investi- 
gation. What appears to be a simple matter of alloca- 
tion may develop into much wider aspects of control 
than is at first apparent. 

In order to arrive at an equitable spread of profit, 
some form of weighted or selective distribution must 
be considered. Distribution should also be related to 
the extent or nature of the incentive required. By these 
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means the profit motive may be used in three main 
areas; to sell the greatest volume at the right price, to 
produce economically and to administer effectively. 


The sales budget 


Consideration of the selling function should be confined 
to budgeted order intake. and output levels, the sales 
department’s administrative and related costs being 
regarded as falling within the area of expénse control. 

The responsibility for achieving an output level is 
mainly outside the control of the sales manager and he 
is probably far more interested in the volume and mix 
of the order intake during each period. ‘The percentage 
or known margin of profit can be applied to the order 
situation. Reporting may therefore be introduced at 
two levels, namely, order intake and output. The 
information which emerges from this arrangement also 
extends beyond that normally required by a sales 
manager. 

Examination of the following simple statement will 
show that in addition to the usual sales budget in- 
formation, it reveals the effect of the salesmen’s efforts 
on present and future profits. The knowledge has a 
further use in enabling management to assess future 
trends for medium-range profit forecasting. 

The statément can, of course, be extended to include 
details of product mixes, cumulative sales or supporting 
schedules showing the individual effort of the sales 
representatives. In businesses based on tendering or 
negotiation, price variances indicate the level obtained 
compared with a fixed anticipated return. Businesses 
with fixed margins benefit from indications of the 
effects of volume and also the price variances which 
arise from such things as special terms relating to the 
size of orders. 

The details of the sales margin on orders and 
deliveries, the potential profit lying in the order book 
and the proportion of stocks available to meet future 
requirements, provide additional and useful infor- 
mation. The sales manager and others can also see the 
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trend of output compared with intake on one statement. 
At this stage the entire profit over standard cost appears 
in the sales budget, but in any consolidated report the 
standard margin would be written back to- provide 
the profit allocation to all direct and administrative 
departments. | 

The scope and possibilities of this form of reporting 
are merely indicated and their feasibility and adapta- 
tion to each company’s circumstances are matters for 
individual assessment. 


Expense budgets 


The application of the profit motive to expenditure 
creates the most interesting and rewarding situations. 
Since control is concentrated on the work centre, it is 
no longer necessary for reporting purposes to divide 
expenditure into direct and indirect categories, nor is 
it essential to think in terms of controllable and fixed 
casts. 

Certain charges will obviously be excluded from the 
profit loading exercise but these should be restricted 
tc items for which top management is responsible. 
Certain bank interest, directors’ salaries and legal 
charges may be typical examples. They should not be 
confused with costs which, although related to a 
department, may be regarded as fixed and therefore 
not within the discretion of the departmental manager. 
These latter charges should form part of the total 
controllable expenditure. Even the rent and rates 
proportions which are usually regarded as fixed may, 
in terms of a department, be reduced by careful plan- 
ning of space or by intensification of usage. 

No expense properly chargeable to a work centre 
should be conceded as being outside the supervisor’s 
control. 

When the total budgeted cost has been calculated, 
the standard profit may be spread over all departments 
in proportions deemed to be most effective. 'The direct 
centres engaged in the manufacture of the product 
present little difficulty. In most companies there are 
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Period 9 
Profit 
| Orders Profit variances 
` Budget Actual Budget Actual Volume Price 
E £ £ f £ £ 
Brought forward 1,500 150 156 
Ordéis .. 80C 885 80 93 8 5 
2,385 230 249 
Sales 600 562 60 ` 58 (4) 2 
Carried forward 1,823 191 
Available from stock 320 SE 
£1,503 


Production requirements 
t F ' d ` $ 


TEE 
December 14th, 1968 


some forms of rate-fixing and incentive schemes for 
what is generally called the direst worker. To these 
expenses may be added the supporting or indirect 
charges. These latter charges may be- expressed 
separately or be combined in a consolidated rate per 
productive hour for the cost centre. The standard 
profit loading, being known, can provide the datum 
for measuring the level of efficiency. 

so-called direct and indirect expenses merge, and 
whether the increased earnings come from operative 
efficiency or economic organization is of no conse- 
quence. All savings contribute to an increased margin. 
The attitude to economic working will be more widely 
appreciated, and with the tendency towards control of 
total cost, supervisors of work centres will try to 
deploy their resources to much greater effect w-thout 
considering whether costs are direct. or indirect 
provided the profit margin is increased. 

The same method may be applied to totally indirect 


departments; for example, those engaged in account-: 


ing or sales administration. The arrangements are 
much simpler in such cases but the profit loading 
brings home the importance of every’ department 
participating in the common airn. 

= There are other interesting areas that may be 
brought into the profit pattern but which may require 
special treatment. Service departments whick are 
normally costed and re-charged on a seccndary aloca- 
tion may carry their own profit margins althcugh care 
must be taken that an additional profit is not imposed 
by the user section. Heating or elsctricity generating 
plants are typical examples. The method already 


described in relation to the selling functicn can be. 


used, that is to say, the standarc profit margin on 
services can be eliminated when consolidating the total 
profit. 

Distribution costs can be budgeted in a similar 
way. Where vehicles are operated, each one may be 
placed on an earning basis calcu_ated on the number of 
miles or weight/miles. Efficient loading, unloading, 
turn-round, route planning and care of vehicles 
increase the margin, and many of these savings could be 
self-imposed by the supervisory staff who would by 
these methods have positive evidence of "her efforts. 

The profit concept does not preclude the us2 of 
flexible budgets, marginal exercises and other tech- 
niques. The ingenuity of the accountant can frame a 
system into which these methods will fit. The system 
readily lends itself to computer facilities. Detailed and 
summarized reports may be produced at the various 
levels. It would be possible to carry investigation of this 
profit concept to a considerable length and beyond 
` the space available here. Its implications mav well be 
wotth further exploration and application to a system 
modelled on a known organization. 

Summarized reports are possizle which extend the 
traditional budgetary control techniques beyond the 
extent to which they are normally sabmitted to man- 
agement, the limitations of which have not unreason- 
ably been criticized. : 
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As with standard costing, it is not possible to produce 
a package deal. Principles must be tailored to the 
particular conditions and to an extent- to which they 
serve a useful purpose. There are also a number of 
circumstances which may not fit into the regular 
pattern and one can imagine the situation arising 
from an under-utilization of resources because of 
insufficient orders. Such a position may seriously 
affect the profit of those departments engaged in 
producing and some ailowance EES have to be made 
for this. 

The ability of departmental supervisors to effect 
economies themselves is frequently underrated. They 
are usually more familiar than anyone else with the 
operation of their departments and given some positive. 
indication of their earning ability, they can achieve. 
improvements which could probably not.be equalled; 
by using, at considerable expense, the services of ap 
organization and methods man. Enthusiasm anid “thie 
positive attitude of mind are the important factors. ` Se 


Incentives 


It follows that the pzofit concept can be used: for 
measuring results in relation to a bonus or incentive 
scheme. 

Except in the case of the direct Worker, TETA are 
rarely related in the mind of the staff with their 
particular efforts. If the company has had a good year, 
an improved bonus is expected; in a bad year, the 
bonus may fall — a situation which causes dismay 
among staff who, as is the case in hard times, have had 
to work far harder. 

Owing to the relatively minor nature of profits in 
some departments, they could probably not be used as 
a mathematical basis but would certainly act as a 
guide to bonus levels. 

Apart from the direct monetary reward, the system 
may act as a reliable guide to salary revisions and the 
promotion of suitable personnel. ' 


Conclusion 


It is appreciated that the idea of such an amended form 
of budgetary control requires a great deal of further 
study to achieve a really practicable application. It 
also rests on a sound anc fair calculation of the budget. 
The complete involvement of every department in the 
level of profit has many other advantages. Each section 
becomes a small business, aware of its financial com- 
mitments, and where the aim is to make money and not 
merely to spend it. 

Mental attitudes are assuming a position of far 
greater importance in business and the budget is one 
technique where the impact can be most effective. 

It is.essential to establish the principle that profits 
are earned by the co-ordinated efforts of all departments 
in the organization and not merely at “the EES of the 
tool’. | , , 
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Estate Duty Planning — H 


by B. W. SUTHERLAND, F.C.A. 


e 


Reduction of the value of assets retained 


HIS method of estate duty saving is largely confined to 

shares in controlled companies which would, if no 
action were taken to avoid this, be valued on an assets 
basis. The position has not been materially changed 
since Mr Rose’s paper and paragraphs 51 to 65 of that 
paper, which cover this subject comprehensively, are 
included at Appendix I. They have been amended only 
in respect of the extension of the period of charge from 
five to seven years. By reason of the introduction of the 
‘shortfall’ provisions in the corporation tax legislation 
and the pressure by the Revenue to increase dividend dis- 
tributions in ‘close’ companies, the open market value of 
shares of such companies will in many cases be corres- 
pondingly increased. This may well result in more cases 
arising where a section 55 valuation is desirable (see 
paragraph 6 (d) of Appendix 1). It should also be noted, 


with reference to paragraph 8 (g) of Appendix I, that. 


such variations of the rights attaching to shares or other 
interests in companies may be ‘disposals’ for capital gains 
tax under Schedule 7 (15) (2) of the Finance Act 1965. 


Exempt assets 


5o. In the case of persons domiciled in Great Britain the 
only form of exempt property (other than certain pension 
rights and post-war credits) is that one-time favourite of 
the examiners, an advowson, the rights of presentation to a 
benefice in the church. In practical terms, since the 
exemption of foreign immovables was withdrawn by 
section 28 of the Finance Act 1962, there is no longer any 
scope for estate duty savings in this way. Certain types 
of property which are not aggregable and secure a limited 
exemption are dealt with in paragraphs 54 and 55 below. 


Assets dutiable at reduced rates 


51. Agricultural property 


The rate of estate duty payable on the agricultural value 
of agricultural property is reduced by 45 per cent of the 
rate.t This relief is also extended to that part of the value 
of shares valued on an assets basis which represents 
agricultural property.2 Where the land is owned by a 
partnership the relief is available, even though the estate 
of the deceased partner is technically only entitled to a 
money payment of the value of his share.? 


52. Industrial hereditaments, plant and machinery 


A similar reduction of 45 per cent of the rate of duty is 
available in respect of industrial premises, plant and 


The concluding part of a paper presented at the Cambridge 
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machinery used for the purposes of a business in the 
following cases: 


(2) where the business is owned by the deceased alone 
or in partnership; 


(b) where the deceased’s shares in a controlled com- 
pany, which owns the assets and which carries on the 
business, fall to be valued on an assets basis; 


(c) where the assets are let to a controlled company the 
shares of which fall to be valued on the death of the 
owner of the assets.4 , l 


53. Investment in the classes of property described in the 
last two paragraphs does not reduce the duty payable on 
the rest of the estate. The full value of the property is 
included for the purpose of aggregation and the relief is 
given against the rate of duty arrived at.as a result of such 
aggregation. 


Non-aggregable property 

54. Artistic, national, scientific or historic interest 

Property which meets the Estate Duty Office requirements 
to qualify under this head is non-aggregable with the 


owner’s other property and duty is only payable when it is 
subsequently sold,5 or if the inheritor fails to comply 


with the conditions imposed by section 48 of the Finance 


Act 1950. No duty will be payable if the inheritor subse- 
quently sells the property by private treaty to a national or 
local museum or similar institution. On a subsequent sale, 
other than to such an institution or by auction, duty is 
chargeable on the proceeds at the rate applicable to the 
last death on which it passed. Similar provisions apply for 
capital gains tax.® It is thus theoretically possible for an 
individual to invest virtually the whole of his estate in 
works of art etc. and, if the other property passing is less 
than £5,000 in total fixing the rate of duty at nil, the pro- 
ceeds of a subsequent sale of the works of art will also 
escape duty. 


55. Timber — 


Growing timber passing on a death receives similar 
treatment to works of art etc. It is non-aggregable and 
duty is payable on proceeds of subsequent sales at the 
rate applicable to the last death on which it passed.? In 
practice the value of the timber is-agreed with the District 
Valuer as at the date of death, and only proceeds up to 
that value are dutiable. Any excess proceeds escape duty. 


1 Finance Act 1949, section 28 (1). 

2 Finance Act 1954, section 28 (2) (b). 

3 Burdeti-Coutts v. CLLR. 

4 Finance Act 1954, section 28 (2) (a). 

5 Finance Act 1930, section AG, 

8 Finance Act 1965, section 31. 

7 Finance (1909-10) Act 1910, section 61 (5). 
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Insurance policies 
56. Deaths after April 4th, 1960, and before March 20tñ “1968 


The treatment for estate duty purposes of insurance poli- 
cies was covered in detail in Mr Rose’s paper in 1959. 
Section 64 (2) (a) (iv) of the Finence Act 1960 brings the 
payment of premiums on assigned or nom:nated policies 
within the definition of a ‘relevent disposition or event’ 
to which the abatement provisions applv. In computing 
the dutiable fraction of the policy, therefore, the proceeds 
aitributable to each premium pzid within the period of 
charge have to be separately calculated and abated where 
applicable. Apart from this change the position remained 
urcchanged until the 1968 Finance Act. 


57 Deaths after March roth, 1968 


Section 38 of the Finance Act 1958 provides that, jor the 
purposes of aggregation, any property, which passes on 
death under section 2 (1) (c) of the Finance Act 1894 as a 
gift, is to be treated as a property in which the deceased 
hai an interest. This change is to apply in respect of 
deaths after March roth, 1968, but it is not to ap ply to 
gifts of, or of rights under, policies where: 


"oi the policy was issued before March 20th; and 


(bi the total of the benefits uncer all insurance policies, 
related to the death and issued before March oth, 
1968, does not exceed £25,co0. 


Policies ‘related to the death’ are defined as those of which 
any benefits form part of the property passing on the death 
for estate duty purposes. 


38. The effects of the new provision appear to be as 
follows: 


(a) Assigned policies. The pos.tion is unchanged since 
these never formed a separate estate; 


“6) Nominated policies and policies under the Married 
Women’s Property Act 1882. The dutiable slice of the 
policy proceeds, calculated as before, will now form 
part of the deceased’s estate or the purposes of aggre- 
gation, unless the conditions. in respect of pre-March 
2oth, 1968, policies are fulfilled. It should be noted 
that the £25,000 limit refers to the total of the benefits. 
Where these exceed £25,020, a proportion cf the 
amount chargeable to duty will remain subject to the 
old rule for separate aggregation, That proportion is 
represented by the fraction 

£25,000 
the total amount of the benefits . 
The balance of the dutiable sice of the policy preceeds 
A aggregable with the rest of the estate passing on the 
eath. 


(c) Reversionary annuities. Ar annuity purchased by 
the deceased to arise on his death for the benefit of his 
widow or children was in the same position as a 
nominated policy and was trzated as a separate estate. 
Section 38 (12) of the 1968 Act now provides that the 
value of such an annuity is to be aggregated. for 
estate duty purposes. 


Annuity-linked life policies 


59- It seems probable that the substantial increase in recent 
yeers in this. type of transaction, which has been widely 
advertised by insurance companies and brokers, is largely 
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responsible for section 38 of the 1968 Finance Act. It is not 
necessary here to describe in detail the mechanics of this 
type of operation, since they are readily available from the 
insurance companies. In the case of individuals of ad- 
vanced years such schemes will now achieve no saving 
of estate duty. In the case of younger individuals the 
benefits of such schemes were always doubtful, except in 
the case of an unforeseen early death, since the effect of 
inflation over an extended period could well outweigh the 
saving of estate duty. If, however, the purchase of the 
annuity can be linked with a policy related to investment 
in a unit trust, this disadvantage may be overcome, and it 
is only the proceeds related to premiums paid in the period 
of charge which are dutiable. Those in the three earliest 
years of the period of charge also qualify for the abate- 
ment. There.may, in certain circumstances therefore, be 
some advantage from such schemes in certain cases. 


Estate duty saving — marginal rates 


66. By reason of the manner in which aggregation is 
brought into the calculation of estate duty payable, the 
marginal rates of duty on property in excess of each 
separate ‘step’ in the rates of duty are very much greater 
than the overall rates. Appendices II and II show the 
marginal rates of duty on that part of an estate which 
exceeds each ‘step’: in the case of Appendix II from 
£5,000 to £100,000, and in the case of Appendix III from 
£100,000 to £1,500,000. In addition to the roo per cent 
rate resulting from the so-called marginal ‘relief’, it will be 
seen that, in the case.cf an estate which exceeds only the 
modest total of £17,500, the estate duty saving resulting 
from a reduction in the estate below that figure will 
always exceed 26 per cent of the reduction. When an 
estate exceeds £40,000, the effect of reducing it below that 
figure will be a saving of duty, which will in every case be 
well in excess of one-half of the reduction... 

On the other hand, reductions in the value of an estate 
which do not bring it down to the margin over the next 
lower step will only seve duty at the lower overall rate. 
Thus, a reduction from £120,000 to {100,000 reduces the 
estate duty payable by £15,000, 75 per cent, while one 
from {£140,000 to {£120,000 only effects a reduction of 
£10,000, 50 per cent, tais being the rate applicable to the 
whole estate before and after the reduction. 

It is impossible to compute in advance the exact amount 
at which any person’s estate will be finally agreed for duty. 
It will, however, usually be possible to estimate in what 
rate bracket it will fall. In planning reductions by way of 
gifts or otherwise this factor should always be taken into 
account. It will be in mind that to err on the side of ex- 
cessive reductions will result in greater duty saving. 


Wills 


61. This and the following paragraphs cover some of the 
more important practical points which require attention in 
advising on a client’s will. This should form part of any 
estate duty planning exercise, since the effect of any other 
dispositions should be taken into account in deciding the 
manner in which the property retained is to be left to the 
heirs. It is important that donees of gifts and beneficiaries 
of settlements made by the client should themselves make 
wills. In most cases they will be close relatives and the rules 
of intestate succession may well serve to bring property 
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gifted back to the donor. Care must also be taken to 
guard against any possible risk of reversion to the testator 
of property comprised in his own settlements. The cent 
wife’s or husband’s will should also be considered at the 
same time. 


62. Where possible, steps should be taken to ensure that 
cash is readily available to meet the estate duty and 
capital gains tax liabilities which will arise on death, the 
testamentary, expenses and liabilities, and the day-to-day 
needs of dependants during the administration period. 


63. In most cases where the client is married benefit 
should be taken of the surviving spouse exemption. It 


may also be desirable to extend the surviving spouse’s 


limited interest to chattels. If the spouses’ separate 
estates are well balanced, consideration may be given to 
the possibility of the survivor paying the duty, or part of 
it, on the first death, thus maximizing the property ulti- 
mately available to the next generation.® 


64. Under section 29 of the Finance Act 1958 the com- 
morientes rule is set aside for estate duty purposes, and 
where two or more persons die in circumstances which 
make it impossible to tell who survived longest, no one is 
presumed to have survived the other or others. This 
applies for estate duty purposes only, and the property 
will actually devolve on the basis that the younger sur- 
‘vived the older. The rule is, moreover, strictly applied and 
the cases where there is absolute uncertainty are rare. It is 
therefore desirable to consider ‘this possibility and to 
provide for any interest to lapse if the beneficiary does not 
survive the testator by a stated length of time. In this way 
some uncertainty can be avoided i in planning the disposition 
of the estate. ` 


65. The executors should ate wide powers of investment 
and power to compromise, enter into arrangements and 
generally act as nearly as possible as if they were indi- 
viduals dealing with their own property. 


66. Power should be given to appropriate property in 
specie in satisfaction of any interest under the will without 
the consent of the beneficiary. This will avoid ad valorem 
stamp duty on the transfer of such property. 


67. The requirements of simplicity, certainty ‘and 
flexibility, referred to in paragraphs 36~39 above i in relation 
to settlements, apply equally to wills. 


Other professions ` 


68. By reason of the nature of his work in dealing with his 
client’s taxation and business affairs on a continuing basis 
from year to year, the accountant will usually have a 
greater overall knowledge of the client’s property than the 
other professional advisers involved. He should, however, 
always act as one of a team co-operating together with 
the client in the latter’s interest. It is imperative that the 
accountant and the, solicitor should work closely together 
as the key members of the team. In this position they must 
be aware of their own limitations and be ready to’ seek 
expert advice, where it appears necessary or desirable. 
The legal profession’ has a long-standing tradition of seek- 
ing expert advice from counsel. In this connection it is 
important that the right counsel 1 is selected, sinice there i is a 


8 Re Hall, Holland v. AO Sp 7 
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high degree of specialization by members of the Bar.: 
Reference has already been made to the need for actuarial 
advice in certain circumstances. Where land is involved, 
the services of a surveyor may be required. One area in 
which both professions are often slow to seek advice is, 
that of insurance. In the client’s interest insurance brokers 
should always be consulted where any form of insurance is 
involved. Not only is the service free so far as the client 1 is 
concerned, but, in addition, most of the larger firms of 
insurance brokers employ highly qualified staff who have 
a wide experience of the markets and cover available. ` 


Human factors 


69. The ownership and preservation of property should 
never be an end itself, but only a means to an end. The 
happiness and comfort of individuals should always come 
first, and the effect of the possession or expected posses- 
sion of property does not always work to this end. It is 
important, therefore, to have in mind the ages, characters 
and temperaments of the individuals concerned when 

undertaking any tax planning exercise, and this is par- 
ticularly so in the case of estate duty, where death is the 
occasion of the impost. There ‘are cases where the per- 
sonal circumstances of individuals are in conflict ‘with 
maximum duty-saving principles. In such cases the human 
factors should prevail. It is trite but true that the happi- 
ness of individuals and families is worth much more than 
any amount of estate duty saving. 


Conclusion 


oo. Estate duty planning is a field in which as a pro- 
fession we have much to contribute. It is a specialized 
subject, but it is also one the rudiments of which every 
chartered accountant has to master in his training.: It 
should be regarded as part of the function of a tax depart- 
ment to consider the estate duty position of individual 
clients as part of the normal review of their affairs. The 
impact of the heavy marginal rates of duty on quite 
modest estates is such that considerable savings may well 
be a practical proposition for most clients. 


APPENDIX 1 


Extract from Mr B. G. Rose's paper ‘Some Practical Aspects of 
Death Duties’ (1959) 


Family companies 


(1) This is a field where e asili may sometimes 
be achieved, occasionally even within the seven-year. period. 
The problem is usually that a substantial part ọf the estate 
ccnsists of shares, theoretically of high value, which it is 
either not desirable or not possible to sell for the purpose of 
defraying duty, which has therefore to be met out of other 


‘assets which may be inadequate for the purpose. The problem 


may be aggravated on account of the applicability of the 
Finance Act 1940, section 55, as amended. Y 


(2) The conditions in which the section applies were 
extensively amended by the Finance Act 1954, and were 
reviewed in Mr B. R. Pollotťs: paper last year. Before the 
passing of this Act, it could safely be assumed that any. step 
designed to eliminate section 55 would be beneficial, but the 
Act introduced important réliefs which apply only in casés 
under section 55 so-that, in admittedly rare cases; the -ap- 
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You will, need help. Growth by mercer or take-over. 


can be a complicated. business. There are many 
‘questions to be answered and many problems to be 
= solved. You could end up with more problems than 
you hoped to solve. Unfortunately, few managing 
directors have the time to study and evaluate every 
apportunity of growth by take-over or merger, so it is 
essential to have the advice and help of experts. 


We are experts. We can help you f nd the right partner, 
choose the right time and negotiate therightconditions. 


Mr. E. R. Izod, Biet 
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may not be as easy 
as you think | 


+ 


Industrial Mergers is a subsidiary company of EE 
and Commercial Finance Corporation. With our own 
special knowledge, plus the backing of ICFC, we have 
unequalled experience in the small and medium sized 
company sector of Industry and we possess financial 
resources: to provide the funds which are so often 
necessary to realise the full potential of a merger. 


If you're thinking of merging, consult us. 
It pays to deal with the experts. 


4 
, E 


INDUSTRIAL MERGERS LIMITED 


` Piercy House, 7 Copthall Avenue. London E.C.2. Tel: 


01-628 6229/4040 


A subsidiary company of Industrial and Commercial Finance Corporation. 


EN 


ACCOUNTANT ` | December 14th, 1968 





re Percy 


Rewarded for service beyond the call of duty 


Just think for a moment about Percy. experience in writing individual pension 
Percy is a senior man on the staff; .. _ schemes. We use the most up- 
responsible, often working under pressure. _ to-date techniques in the ifdustry to 

` A man who would be hard to replace. ` create schemes tailored to individual 
Is his reward adequate? needs. We provide a continuous service, 


advising our clients of changes in 


_ Individual pension schemes are an legislation and taxation. 


excellent means of rewarding such a 


5 


man, either in addition to, or in place -We should be delighted to place our 
of, company group schemes. specialist knowledge at your disposal, 
We at Sun Life have over 40 years’ e or to consult with your broker. 





sun life assurance 
society limited 


107 Cheapside, London, E.C.2. Telephone: 01-606 7788 
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plicability of section 55 may be an advantage. The reliefs 
referred to are: 


(a) the reduced rate of duty or. industrial premises, and 
plant and machinery used for business purposes 
(Finance Act 1954, section 28 (2) (or 


(b) similar reduced rate relief on agricultural land used 
for husbandry or forestry (Finance Act 1054, section 
28 (2) (6); 

(c) the procedure whereby the valuation may be DEE 
(but not increased) to the amount realized on a sale at 
arm’s length within three years of ceath (Finance Act 
1954, section 30 (1)). 


(3) A number of observations may be made on these reliefs: 


(a) (i) the reduced rate relief applies only to industrial 
premises (as defined for rating purposes). Com- 
mercial premises do not in general attrect any 
relief; 


(ii) any industrial premises and plant owned by the 
deceased and let to the company qualify for the 
relief; 


D the relief is given on the fropertion of Oz value 
of the company’s shares ard debentures which is 
attributable to the value of the qualifying assets; 


(iv) similarly, the proportion of the value of any 
shares or debentures in a subsidiary company, 
which is attributable to assets qualifying foz relief, 
is itself treated as a qualifying asset of the parent 
company; 

(v) industrial premises anc plant of the company, 
which are let to a subsidiare for use in its business 
or owned by the subsidiary and let to the company, 
qualify for the relief; 


(6) in the case of agricultural lend, relief is not available 
in the circumstances described in (a) (iv) and (v) above; 


(c) the one-way option to adopt the proceeds of sale as 
the estate duty valuation is only avatlakle if none of the 
vendor(s) are related to the purcaaser(s). It applies only 
to shares or debentures actually sold, not to any which 
are retained, even though the later have rights identical 
with the former. In comparing the estate duty valuation 
with the sale proceeds, adjustments must be made’ for 
any change in circumstances between the date af death 
and the date of sale, e.g., changes in the amount of the 
issued capital or rights attached to different classes of 
shares. The substituted value arrived at is itself subject 
to relief on the proportion comprised in it cf industrial 
premises, plant and agricultural property, which 
qualify for the reduced rate. 


(4) In arriving at the proportion of the value of a com- 
pany’s shares and debentures to which the relief applies, 
unsecured liabilities are primarily deducted from the assets 
which do not qualify for relief, but secured liabilities are 
deducted from the value of the assets on which they are 
secured, and the relief is restricted to the net amount. If a 
liability is secured partly on qualifying assets and partly 
on other assets, it is rateably apportioned between the two. 


(5) Debentures are not treated as a deduction from the 
assets for the purposes of section 55, and therezore a loan, 
e.g., from an insurance company, which is secured on an 
industrial building, is not deducted from the value of the 
building in arriving at the amount on which relief is avail- 
able. The relief will finally be apportioned between the 
shares and the debentures with the result, usually, that a 
substantial part of it attaches to the shares. If an exactly 
similar loan is.made by a bank, the loan has to be deducted 
from the value of the asset, and reHef is restricted to the 


met amount accordingly. The reason is that-a bank loan ër 
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excluded from the definition of ‘debenture’ (Finance Act 
1940, section 59). It follows that ‘in’ the case of a section 55 
company, a bank loan secured on any: assets which qualify 
for relief usually leads to a higher estate duty liability than a 
similar loan made by anvone else. 


(6) Despite the changes made by the Finance Act 1954, 
it is still rare to find circumstances which make it desirable 
for section eg to apply. Examples of such circumstances 
(which usually need to exist in combination) are: 


(a) where due to lack of management succession, the 
death of the controlling shareholder is likely to lead to 
both a ES in profits. and a sale of the controlling 
interest; 


(5) where a high proportion oF the net assets consists 
of assets qualifying for the reduced rate; o ie" 


(c) where the controlling shareholder has mainly fixed 
interest securities in the company, having parted with 
the equity though not with control; 

(d) where the company has distributed a high propor- 
tion of its profits in dividend, or the rate of earnings on 
the real value of the net assets employed in the business 
is neither excepticnally high, nor exceptionally low. 


(7) Where the converse state of affairs exists, section 55 is 
likely’ to be particularly unattractive, but the value of any 
generalization, ‘such as the foregoing, is limited, and each 
case has to be examined on its own merits. Since, how- 
ever, generally speaking, the valuation of the shares. under 
section 55 is based on a capitalization of the company’s 
earnings, with an addition for all assets, such as surplus 
cash and investments, which are not employed in: Che 
business, or on the value of all the assets piecemeal, less 
liabilities, if higher, the value arrived at is likely to reflect 

y: 


(a) an exceptionally high rate of proi on the value of 
assets actually employed in the business; 


(b) the existence of surplus cash or investments; 


(c) the open-market value of inherently valuable assets, 
" Gë. properties, which are earning a low return on such 
value: 


(d) the fact that’ dividend distributions have been low in 
relation to profits. =~ 


None of these factors would be reflected to the same extent, 
if at all, in a valuation cf the shares on the ordinary open- 
market basis (Finance Act 1894, section 7 (5)), particularly if 
the holding were such as not to confer a controlling interest. 


(8) If, as is usually the case, it is found that it is desirable 
to avoid the application of section 55, the question arises 
what can be done about it. The principal steps which are 
theoretically possible fall into the following categories: 


(a) the obtaining of a stock exchange quotation for the 
shares. Even if no gifts of shares are made by the con- 
trolling shareholder, and he in fact retains control of the 
company, any shares for which permission to deal on a 
recognized United Kingdom stock exchange has been 
granted will, provided dealings in- the shares have 
actually been recarded during the year preceding the 
death, be valued at the stock exchange, valuation at.the 
date of death, and not at the section 55 value. This step 
is effective at once without any question of surviving for 
seven years (Finance Act 1940, section 55 (4)); - 


(5) the sale by the controlling shareholder of parts of 
his holding at a full commercial value. If the individual 
sales are for less than a controlling interest, the full 
commercial value will inevitably be less than the section 
55 value, and the estate will be reduced by the differ- 
ence. The fact that the sales are made for full considera- 
tion prevents this difference from being treated as aigift 
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and survival for seven years is not therefore required to 
make this step effective. If the sale is to a relative, or 
otherwise between parties who are not at arm’s length, 
it is important that there should be evidence, such as an 
independent valuation, to support the value adopted for 
the sale. Any shares retained by the deceased will be 
valued under section 55, if he dies within seven years of 
giving up control, or on death at any time, if control is 


retained; a 


(c) gift of shares on marriage. These, like other marriage 
gifts fulfilling the requisite conditions, will be exempt 
even on death within seven years. Any shares retained 
will, if they still confer control, be valued under section 
55 on death at any time; if they do not, only on death 
within seven years; 


(d) gifts of shares. which come within the exemption for 
gifts under £500 to any one donee (Finance Act 1949, 
section 33). The exemption is available if the open- 
market value as distinct from the section 55 value of 
the shares comprised in the gift, is under {509.:The 
position in regard to shares retained ‘will be as in (c); 


(e) gifts.of shares to employees or former employees who 

are not relatives, or to the widow.or orphan of such 
an employee, provided the donee alone or with his 
relatives does not have control of the company at any 
time after the: gift. The shares comprised in any such 
gift will be valued at the opén-market value and not at 
their section 55 value, if the donor dies within seven 
years (Finance Act 1954, section 30 (2)).-In regard to 
shares retained, the position will be as in (c); 


(f) other gifts of shares to individuals absolutely or by 
way of settlement. No saving is effected by this method 
if the donor, being the controlling shareholder, dies 
within seven years. After seven years, if control is given 
up at the time of the gifts, section 55 will cease to apply 
to the retained shares; >. 


conversion of the controlling shareholder’s interests 
in the. company into fixed interest, as. distinct from 
equity, securities. After survival for seven years, the 
estate would be reduced by. the difference in value. ‘The 
reduced rate reliefs under the Finance Act 1954 would 
attach, in part, to the preference shares or debentures 
remaining in the estate, arid voting’ control could be 
retained. ne 


(g 


N 


(9) It will be apparent that the one step which achieves an 
immediately effective saving of estate duty, as regards 
both shares .disposed of and those retained, and without 
the necessity of giving up control, is the obtaining of a 
stock exchange quotation. Since this entails a sale. of a 
proportion of the share-capital to the public, it also leads 
to the provision of funds for the payment of the prospec- 
tive liability, but this is often much the less important 
consideration. If, as often happens, the difference between 
the section 55 value and the stock exchange value of the 
shares is large, the diminution of the aggregate dutiable 
value of the estate, and the consequent reduction in the 
rate of duty, lead to a prospective saving in estate duty 
relatively more material than the amount realized from 
the sale of the shares. l 


(10) Quite apart from the fact that a stock exchange 
quotation is not always desired ‘by the parties concerned, 
many companies to which section 55 | applies are not, by 
reason of their size, their record or other circumstances, 
in a position to seek this. protection. Yet‘it is often in this 
‘type of company that the applicability of section 55 1s 
most serious. There is often no ready market even for 
controlling interests in companies of this type, let alone 
for minority interests, so that the benefit of the Finance 
Act 1954, section-30 (1) is,-in effect, not available, even 
. where the executors or legatees would. be prepared to 
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consider a sale. The dilemma is familiar, and does not 
require elaboration. In such circumstances a sale trans- 
action on the lines referred to in paragraph 8 (b) may be 
of immediate assistance. 


(11) Such a sale may take the form of parting with a 
minority interest to one of the investment trusts, such as 
EDITH, now specialising in this type of business. If so, not 
only will there be an immediate effective diminution of 
the dutiable estate to the extent of the difference between 
the section 55 value of the shares sold and their-sale pro- 
ceeds, but an accretion of liquid funds to the estate. In 
practice, however, and useful though the facilities pro- 
vided by these investment trusts undoubtedly are, there is 
considerable psychological resistance among proprietors 
of small- or medium-size family companies to this step, and 
this- resistance is complemented by the fact that the require- 
ments of these institutions are fairly exacting, so that in 
fact for many companies this solution is not available any 
more than a stock exchange quotation, and for similar 
reasons, | 


(12) The sale, therefore, more often than not, has to be to 
a relative. In such a.case, apart from the difficulty. of fixing 
a price which represents, and can be clearly seen to repre- 
sent, full consideration, there is also the-difficulty that the 
relative concerned may not himself have the necessary 
funds to make the purchase. Can the controlling share- 
holder make a cash gift to the relative, which the latter 
afterwards uses for the purchase of the shares? The answer 
seems to be a cautious yes; provided that the gift of cash is 
‘without strings’ so that the donee is for a time, however 
short, in unrestricted possession of the sum of cash. This 
view received support in a recent case (Potter v. C.I.R.), 
where.the taxpayer sought to establish the contrary principle, 
and lost. In such circumstances, the gift of cash would, of 
course, be dutiable on the donor’s death within seven years. 
If, following such a gift the shares are sold for full considera- 
tion, the difference between this and the section 55 value 
will escape duty, as indicated above, but only in the case 
where the cash was an outright gift. If the cash was given 
to a settlement made by the donor, the dutiable property, 
on the donor’s death within seven years is not the amount 
of cash, but the property comprised in the settlement at the 
death (Finance Act 1957, section 38 (8), negativing Sneddon v. 
Lord Advocate) and any shares acquired by the settlement 
from the donor would, therefore, be valued for estate duty 
on the same basis as if he had retained them. On the other 
hand, if some settlement with available funds is in existence 
which was made by the controlling shareholder more than 
seven yéars ago, or is otherwise exempt from estate duty, 
thé shares can be sold*to the trustees of such a settlement. 
Alternatively, the purchase of shares might be financed by a 
loan from the vendor, instead of by a cash gift from him. 
The unpaid balance of the loan would be dutiable on the 
lender’s death at any time. If it is an unsecured loan, and the 
period of repayment is a long one, the loan would probably 
be valued for estate duty purposes at some discount from its 
face value, on the principle that it has to be taken at the figure 
which a hypothetical open-market purchaser would give for 
It. 


(13) Avoiding action on the lines described in the last 


‘paragraph and in paragraph 8 (b) and (g) above may in- 


vite counteraction on the part of the Inland Revenue by 


the application of the provisions relating to estate duty on 


companies (Finance Act 1940, section 46 et seq). This course 
is open to them if, and only if, the deceased was a person 
who made a transfer of assets to the company however long 
aga, i.e., by transferring cash or other property to the company 
in. exchange for shares, debentures or other rights. If the 


controlling shareholder never made such a transfer, eg., 
‘because he acquired his interest by purchase or inheritance, 


section 46 has no application. Where it has, the charge is on 
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2 slice of the company’s assets arrived at by dividing the 
aggregate ‘benefits received’ by the deceased in tke last 
seven accounting years by the aggregate net income lese losses 
of the company in the same period. Since, in arriving at 
the “benefits received’, all benefits which the dezeasad did 
not receive but could have obtained by virtue of certrol- 
ling the company, have to be included, and sales or gifts of 
shares or debentures: during the scever.~year perfod or 


conversions of ordinary into preferenze shares at an7 time: 
are to be ignored, the slice whick is dutiable on the death’ 


cf a person who had contrel is often noz much less than 
the whole of the company’s assets. Hut against <his are to 
be set two important reliefs: 


(ol the dutiable slice attributable to benefits from :hares, 
debentures or other rights which the deceased nad in 
consideration of the transfe- of assets made b~ him, 
cannot exceed the difference between: ; 


APPENDIX H f 


Marginal rates of duty on that part of an estate which 
exceeds each estate duty ‘step’ from £5,000 to £100,000 


I 2 3 A 62 ec 5 
Estate Excess 3f Duty Cel. 5 
‘Gress , duty Estate estate oter on as Di 
_ estate rate duty ‘step’ excess o Col. 4 
A % - £ $ £ % 
5,000 — -= — — — 
* 5,050 —M 50 50 59 100 
6,000 I 60 1,000 63 6 
* 6,061 IM (ER 6- 6r 100 ' 
7,000 2 140 1,000 ' 8 8 
bale O72 2M 212 Ha: aS 100 
- 8,000 3 240 1,000 109 10 
* 8,083 3M 323 H: 83 100 
10,000 4 400 2,000 162 8 
* 10,000 4M 613 ziz 213 100 
12,500 6 750 2,500 359 14 
"72,992. " ~6M 1.022 2925 292 100 
15,000 8 1,200 2,500 4.50 18 
*15,333 8M 1,533 332 333 Op 
17,500 IO 1,750 2,500 559 a2 
*17,898 roM 2,148 39% 395 ICO 
20,000 12 2,400 2,500 650 26 
*20,706 12M 3.106 ots 40 100 
25,000 I5' ` 3,750 5,000 1,359 27 
*25,915 15M 4,665 QTE oz oo 
30,000 18 5,400 3,000 1,650 23 
* 31,139 18M 6.539 1,139 1,139 200 
35,000 21 7:350 5,000 GER 29 
*36,382 21M 8.732 1,382 1,382 100 
40,000 24 9,600 5,000 2,252 28 
* 42,222 24M 11,822 2,222 2,222 100 
45,000 28 12,600 3,000 3,003 ĉo ` 
*46,956 28M 14,556 1,956 1,955 100 
30,000 3I "15,500 3,000 2,902 58 
*53,077. 31M 18,577 3,077 3,077 100 
55,000 35 19,250 3,000 3,759 S 
60,000 35 21,000 19,000 5,502. ES 
*55,000 ach _  . 26,000 3,000 5,009 100 
70,000 40 28,000 19,000 4,003 “o 
75,000 40 30,000 13,000 0,003 60 
*31,818 40M 36,818 5,818 6,818 100 
35,000 45 38.250 10,000 8,253 $24 
90,000 45- — 40,500 15,000 10,509 mie) 
, 95,000 45 42,759 20,000 12,752 63% 
100,000 45 45,000 23,000 15,003 bo . 


* Limit of marginal relief to nearest £. M Margiral rate. 
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(i) the value of: the property transferred, valued at 
the date of transfer, with interest thereon at the 
‘average rate’ from the date of transfer to the date of 
death; and 


(ii) the aggregate benefits. which the deceased actually 
had (as distinct from those he could have obtained) 
during that period (Finance Act 1940, section 51 
(r)). : 

The ‘average rate’ is the average net income less losses 
of the last seven accounting years divided into the 
value ‘of the company’s assets. Granted that in the case 
of a successful company, the average rate may be high, 
and the deduction under (ii) low because profits were 
in fact ploughed back, the total value of the property 
transferred to the company (presumably when it was 
founded) is often sc low as to make this limitation most 
effective in reducing the dutiable slice; 
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(b) the dutiable slice, so far as attributable to benefits 

from shares or..debentures (excluding, therefore, other 

‘ types of benefit such as excessive remuneration), is to 
be reduced by — : 


(i) the value of the company’s shares or debentures 
passing on the death by reason of being still held by 
the deceased or liable as a gift inter vivos, or which 
would so pass but for an exemption (Finance Act 
1940, section 51 (2), as substituted by Finance Act 
1944, section 38); 

(ii) in regard to shares or debentures sold during 
the seven-year period, the higher of the considera- 
tion received by the deceased, or the value of the 
securities sold computed as though they actually 
passed on the death (i.e., the section 55 value if this 
would have been appropriate, even though the 
consideration received was less) (Finance Act 
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Marginal rates of duty on that part of an estate which 
exceeds each estate duty ‘step’ from £100,000 to £1,500,000 
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M Marginal rate. 


I 2 3 4 5 6 
Estate Excess of Duty Col. 5 
Gross duty Estate estate over on as % 
estate rate duty ‘step’ excess col. 4 
£ % £ £ £ Yo 
110,000 45M 55,000 10,000 10,000 100 
120,000 50 ` 60,000 20,000 15,000 75 
130,000 50 65,000 30,000 20,000 66% 
140/000 ' 50 70,000 40,000 25,000 624 
1 50,000 50 75,000 50,000 30,000 60 
166,667  soM 91,667 16,667 16,667 100 
170,000 55 93,500 20,000 18,500 924 
180,000 55 99,000 30,000 24,000 80 
190,000 55 104,500 40,000 29,500 733 
200,000 5 5 II0,000 50,000 35,000 70 
225,000 55M. 135,000 25,000 25,000 100 
2 50,000 Do: 150,000 50,000 40,000 80 
275,000 60 165,000 75,000 55,000 734 
300,000 60 180,000 100,000 70,000 70 
342,857 60M 222,857 42,857 42,857 100 
350,000 65 227,500 50,000 47,500 95 
400,000 65 260,000 100,000 80,000 80 
450,000 65 292,500 150,000 112,500 75 
500,000 Dr 325,000 200,000 # 145,000 724 
583,333 65M 408,333. 83,333 83,333 100 
600,000 70 420,000 100,000 95,000 95 
650,000 70 455,000 150,000 130,000 864 
700,000 70 490,000 200,000 165,000 824 
750,000 70 525,000 250,000 200,000 80 
g00,000 7oM 675,000 150,000 150,000 100 
950,000 75 712,500 200,000 187,500 932 
1,000,000 75 750,000 250,000 225,000 go 
*1,250,000 - 75M _ 1,000,000 250,000 250,000 100 
1,500,000 80 1,200,000 500,000 450,000 90 
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1950, section 47; Finance Act 1952, section 72). 


(14) It follows that, provided the deceased’s benefits did 
not take the particularly dangerous form of excessive 
directors’ remuneration, the effect of a section 46 charge 
is often not as material as might appear at first sight. 


(15) On the other hand, reconstructions of controlled 
companies involving the sale at an undervalue of the con- 
trolled company’s undertaking to a new company, in 
which the former controlling shareholder has a minority 
interest or no interest, are definitely caught on death within 
seven years. This is not on account of section 46 but because 
the sale at an undervalue is regarded as a gift made by the 
controlling shareholder in so far as he has a smaller interest 
in the new company than in the old one (Finance Act 1940, 
section 44, as amended by Finance Act 1950, section 46), 
unless no relative of his is at the time or subsequently a 
member of the new company. 


DUTY RATES 
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Matrix Accounting and the Computer 


ROGRESS in the use of the computer in operating a 
total data system for the preparation of periodic financial 
statements has really not been as great as might have been 
so in the light of advances in computer technology during 
the last ten years. This lack of progress is all the more 
extraordinary since an accounting system is basically a 
system of processing data through a series of well-defined 
steps towards a known goal. | 
The reasons for the delay and a possible solution to the 
problem are dealt with by R. L. Mathews of the Australian 
National University in an article entitled ‘A Computer 
Programming Approach to the Design of Accounting 
Systems’, which appeared in Abacus, Deceraber 1967, and 
reproduced in Management Services (New York) July- 
August 1968. 


Difficulties of traditional approach 


Difficulties in applying the computer to a fully integrated 
system of accounting can be attributed to three major 
causes: 

(2) fragmentation of the data handling process; 

(a) need to preserve the dual aspec: of transactions; 

(c) need for access to detailed records. 


(a) Fragmentation of data handling 


In an organization of any size the processing of data has 
been resolved into a series of discreet jobs each of which is 
assigned to a different individual or group of individuals. 
Indeed, the segregation of functions in this way has been 
the basis of internal checks to avoid fraud. Furthermore, 
while it has become more common to batch similar types of 
transaction for processing through the system, it still 
operates fundamentally on the basis of recording transac- 
tions in chronological order. 


(b) Dual aspect 


The traditional accounting system presents a two-dimen- 
tional display of accounting data reflecting the duality 
characteristic of transactions. Data in respect of each trans- 


action is read piecemeal or in batches, into a formalized 


Fig. 1 
CASH INVEN ECDEP 

CASH a d aa 0 0 0 
ACREC .. de ek 0 . dQ Q 
INVEN .. W P 0 0 0 
FIXED Se a a 1200 Q 0 
COFGS .. Su 2 0 1246 0 
RENT Se p 24 200 0 0 
WAGES .. py pi 190 0 d 
DEPRC .. Ce dvs 0 0 0 
OTHEX .. oF a Q 0 0 
JSD'WG .. ae $ 60 0 0 
TOTCR 1650 1246 0 


structure of separate accounts each of which reflects one 
aspect of this duality. , 


(c) Access to records 


Access to detailed records may be critical for some of the 
decision-making processes. Although this problem is to 
some extent alleviated by the development of rapid random- 
access devices, it does not entirely provide access of a two- 
dimensional kind that would be required to update data 
in a normal double-entry system. 


Matrix accounting 


One of the characteristics of the computer is its ability to 
store and process data in the form of two or three dimen- 
sional arrays. This raises the interesting possibility of 
substituting a single-entry dual array system (or matrix) 
for the conventional double-entry single array system. 
This idea of the matrix is not entirely new and in a manual 
system is evidenced by the ‘spread sheet’. In essence, a 
ledger matrix is substituted for the system of double-entry 
accounts, 


The computer program 


The program devised by Mr Mathews is based upon the 
FORTRAN IV programming language. The matrix is 
then designed to fit the number of account records that will 
be required. For example, the dimensions of the matrix 
may be set out in the statement: 


DIMENSION KASYS (11, 8). 


This instructs the processor to provide a matrix contain- 
ing 11 rows and 8 columns, or 88 matrix cells. 

The input to the computer is picked up with the relevant 
co-ordinates for the matrix cell in which it is to be recorded. 
The input for a particular run or accounting period will be 
stored in a holding matrix which is transferred to the 
accumulating matrix at the appropriate stage. 

The article under review is illustrated with a few simple 
transactions for a one-man business. At the end of the first 


LEDGER MATRIX 


ACPAY JSCAP JSCUR SALES TOTDR 

0 5000 0 1444 6444 
0 0 0 621 621 

4064 0 0 d 4064 
0 0 0 0° 1200 
0 0 0 0 1246 
0 0 d D 200 
0 0 d 0 -190 
0 0 0 0 0 
0 d d d d 
0 0 d 0 60 

4064 5000 0 2065 14025 
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week’s trading the accounts matrix print out would appear 
as shown in Fig. ı on previous page. The account 
codes that have been used for this program are: 


CASH Bank 
ACREC Accounts receivable 
INVEN Inventories 
FIXED Fixed assets 
. COFGS Cost of goods sold 
DEPRC Depreciation 
OTHEX Other expenses 
JSDWG J. Smith drawings account 
_TOTCR Total credits 
ACDEP Accumulated depreciation 
ACPAY Accounts payable 
JSCAP J. Smith capital account 
JSCUR J. Smith current account 
TOTDR Total debits 


When the relevant debit and credit aspects of each 
account displayed in the matrix are combined, the trial 
balance can be printed out as shown in Fig. 2 (opposite). 

An appendix to the original article gives the full program 
instructions for a complete accounting system, including 
the necessary subsidiary ledgers for debtors etc., and the 
appropriate information print-outs. This program has been 
run on an IBM 7094 computer at the Western Data 
Processing Centre, University of California. 
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Fig. 2 TRIAL’ BALANCE 
WEEK 1 i 
DR CR 

CASH 4794 
ACREC 621 
INVEN 2818 
FIXED 1200 
COFGS 1246. 
RENT 200 
WAGES 190 
DEPRC 0 
OTHEX O 
JSDWG 60 
ACDEP 0 
ACPAY 4064 
JSCAP 5000 
JSCUR 0 
SALES 2065 

TOTAL 11129 11129 











This approach to thẹ problem of full-scale use of com- 
puters for building up a complete set of financial reports, ` 
while requiring a modification of the traditional accounting | 
approach, provides a basis for development which might 
provide some really worth-while progress. 


Consolidated Accounts 


Schedule of Workings 


by R. E. ELLMER, M.A., F.C.A., ACLS, 


Senior Lecturer in Accounting, University of the Witwatersrand 


HE accountancy examination ‘candidate must be pre- 

pared to cope with questions which demand considerable 
computing dexterity before the answer called for can be 
presented in an acceptable form. When this situation arises, 
it is essential that all workings are handed in to the exami- 
ners in a neat and traceable manner; it is also desirable 
that they should be skilfully incorporated into the answer 
itself whenever possible, and ‘this, of course, is mandatory 
where the question makes this specific request. 

Question No. 1 in the Advanced Accounting II paper 
set in the November 1967 Final examination of The Institute 
of Chartered Accountants in England and Wales provides 


Company formed January ist 


Profit (loss) for the year 1966 


Profit and loss account balances: 
On January rst, 1966 


On December 31st, 1966 


a good opportunity to demonstrate the manner advocated. 
The question, on consolidated accounts, reads as follows: 


‘The following information is relevant to three limited. 
companies, Ash Ltd, Beech Ltd and Cedar Ltd: 

(1) Ash Ltd acquired 60 per cent of, the shareholding of 
Beech Ltd on October 1st, 1965, and 20 per cent of 
the shareholding of Cedar Ltd on November rst, 1966. 

(2) Beech Ltd acquired 75 per cent of the shareholding 
of Cedar Ltd on August ist, 1966. 


' You are required to prepare a schedule, showing therein 
your full workings, indicating how the net total figure of 
profits and losses would be reflected in the consolidated. 














Ash Ltd Beech Ltd Cedar Lid Net total 
1948 1965 ` 1966 
d £ £ £ 
2,100 3:575 (1,200) 4,475 
1,750 (Cr) 1,000 (Dr) — 750 (Cr) 
£3,850 (Cr) £2,575 (Cr) £1,200 (Dr) £5,225 (Cr) 


a D 
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balance sheet of Ash Ltd as on December 31st, 1966. Ignore 

taxation.’ 

The answer to a ‘consolidatec’ question should always. 
begin with a ‘family tree’, or ‘trees’, where a sub-subsidiary 
stcuation arises, as shown below: 


Cedar -Beech 
| | 
| ES | | TI 
Ash Minority Beech Ash Minority 
20 5 i 75 Do 40 
percent percent percent percent per cent 


The construction of the trees should be carefully noted, 
as the ‘children’ are placed on top so that the apportionment 
of the ownership of the subsidiaries may be clearly shown. 
The diagrams show that Cedar is jointly owned by Ash, 
Minority, and Beech in the proportions of 20, e and 75 per 
cent, and that Beech is jointly owned by Asn and Minority 
in the proportions of 60 end 40 p2r cent, respectively. 

Further, the sub-subsidiary situation is demonstrated 
beyond all doubt, as it must arise whenever, a subsidiary 
appears both as a ‘parent’ in the Cedar tree, and as a ‘child’ 
in the Beech tree. The line joining Beech parent to Beech 
child emphasizes the matter further, and will remind the 
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candidate not to include the same proportion of Ash in 
Beech and Beech in Cedar twice in the final calculations. 


The calculations should be started with Cedar, the 
sub-subsidiary, first, and divide the entire loss of {£1,200 
between Ash, Minority, and Beech in the appropriate 
percentages. Each amount so arrived at should then be 
divided between pre-acquisition and post-acquisition 
periods on -the given time basis. Thus Beech acquired 
75 per cent of Cedar on August ist, 1966, and therefore 
seven-twelfths of {goo represents a pre-acquisition loss, 
and the balance a post-acquisition loss of £375. The latter 
figure, however, is the link between Beech in Cedar and 
Ash in Beech and, as such, should be suitably marked with 
a ‘box’ to remind the candidate to deduct the amount when 
dealing with the Beech calculation. 

All pre-acquisition profits and losses will, of course, be 
capitalized and in this case the debit of {£1,175 may be 
either added to goodwill, or deducted from capital reserve. 
Post-acquisition profits and losses amount to {£40 (Dr) for 
Cedar, {150 (Dr) and £1,920 (Cr) for Beech, and these 
items, when added to the credit balance of £3,850 for Ash, 
produce the balance of £5,580 available to the Ash share- 
holders as shown. 


SCHEDULE OF CONSOLIDATED ACCOUNT CALCULATIONS 












































CEDAR LTD 
(1966) 
(loss of £1,200) 
Acquisition Minortty 
Pre Post 
KA £ £, £ £ 

Beech Ltd 75 920 = x £900 525 

(August 1st, 1966) = x £900 375 

Ash Ltd .. 20 240 —x £240 200 

I2 
(November ist, 1966) Se £240 40 
I2 S 
Minority .. gl eg 5 50 60 
Ico 8 £1,200 (Lr) "£725 (Dr) £415 (Dr) £60 (Dr 
BEECH LTD 
(1965) 
(loss of £1,000) 
Acquisition Minority 
e Pre Post 
o £ £ £ £ 

Ash Ltd .. Go 620 = x £600 Aen 

(October rst, 1965)- = x £600: 150 

Minority .. 40 490 400 

ICO £1,020 (Dr) £450 (Dr) £150 (Dr) £400 (Dr 
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BrrecH Lro 
(1966) 
(Profit of £3,575) 
Less Cedar Ltd 
_ Acquisition Minority 
£3,200 Pre Post 
AN £ £ £ o £ 
Ash Ltd .. a ji 60 1,920 1,920 
Minority .. e? Gë 40 1,280 1,280 
100 £3,200 (Cr) £1,920 (Cr) £1,280 (Cr) 
ASH LTD SUMMARY FOR APPROPRIATE USE IN CONSOLIDATED 
BALANCE SHEET 
(Dr) (Cr) | £ LD) £C) 
£ £ (a) Beech in Cedar 525 
Profi Ash in Cedar 200 
es We EE EE sup Es RN 3,850 Ash in Beech 450 1,175 
Beech Ltd (1965) 150 (6) eee shareholders: got 
B S n Cedar . : o (Dr 
eech Ltd (1966) 5920 In Beech ` Pen 
£190 5,770 - In Beech . 1,280 (Cr) 820 
190 (c) Ash profit and loss 
account balance .. 5,580 
£1,175 6,400 
1,175 
Available for Ash shareholders £5,580 £5,225 
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Originality 

NDIVIDUALITY is something to be encouraged in an 

era of increasing uniformity and the Hepworth tailoring 
organization is nothing if not original. The basic point to 
grasp in assessing the accounts of J. Hepworth & Son Ltd, 
from which this week’s reprint is taken, is that the company 
owns the share capital of Hepworths Ltd (which is the 
operating company) and also the group’s property interests. 
It derives its income from rents charged to Hepworths Ltd 
and to outside tenants, from loan interest and from the 
dividend from Hepworths Ltd. 

J. Hepworth & Son is a close company — apparently just 
_ aclose company by voting rights on the preference capital — 


and, at present, the board seems quite content to leave 
things that way. Close company status accounts for the rise 
in the 1967-68 dividend from 20 per cent to 24 per cent. 
In 1966-67 group profits showed a marginal drop, mainly 
because of the cost of an accelerated store opening pro- 
grarume, but in the past year the worth of that programme 
began to tell on earnings and so did a very thorough look 
at operational costs. 

The group profit and loss account shows clearly the 
source of profit, with differentiation between trading profit 
from the tailoring business and estate profit being the profit 
on the property operation. Turnover is stated in tailoring 
terms or, as Hepworth prefer it, ‘retail sales of clothing’, 
and rental revenue from property not occupied by the group. 


Planning 


Movement of a Hepworth shop to a new site may leave the 
property itself inside the group with the property let to 
other tenants, and there is also the point of letting upper 
floors of property in which Hepworth occupy the ground 
floor shop and some 28 per cent of rental income comes this 
way. The point that Hepworth make is that their accounts 
do in fact show a true and fair view of profits since the true 
trading profit is divorced from the property profit. If 
other- similarly placed companies presented similarly- 
styled profit and loss accounts, some interesting figures 
would no doubt be revealed. 

Within the Hepworth group there is an annual rent review 
in which, in effect, J. Hepworth & Son argues the rents 
position with Hepworths Ltd and the upshot is that 
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R Sa Fg Hepworths pay rents not all that much, below the going 
$” g gjg commercial rate. 


Hepworth is a planning-conscious organization. In the 
1gsos the main planning points were a switch from general 
outhtting to concentration on tailoring, with main emphasis 
on made-to-measure, the closure of uneconomic branches, 
inauguration of the estates policy of buying properties in 
large towns, branch modernization, reorganization and 
expansion of sales forces and developing of new sales 
techniques. In the. 1960s planning has been concentrated 
on standardization of the company’s name style, develop- 
ment of publicity and sales promotion and establishment 
of fashion leadership through Hardy Amies as a consultant 
designer. Hepworth own a third of the Hardy Amies 
company’s equity. 


50 ` 


1,377,889 
1,777,939 


1968 
£ 
400,000 


t 


New computer 


Current planning — and some of this is already well beyond 
the planning stage — is for streamlining production by 
putting two neighbouring Sunderland works into one, the 
doubling of the potential of the production capacity at new 
works at Ashington (the authorized but not contracted 
capital spending accounts for this) and the setting up of a 
management services centre at the group’s Leeds head- 
quarters. 

Eiepworth’s present computer is full of ‘admin.’ and 
another is due to go live next March to serve the needs 
of sales and production. Hepworth see no reason why the 
production techniques applied to, say, the engineering 
industry cannot be applied to a clothing manufacturing 
organization. The management services group will there- 
fore bring into use scientific principles and calculating 
methods to solve problems of management and to forecast 
trends and analyse results that were previously thought of 
only in terms of intuition and experience. 

Application of new methods in the Sunderland works, 
for example, will mean one building becoming a vast c»tting 
room handling all made-to-measure and ready-to-wear 
cutting, with the other building becoming the tailoring half 
of the operation. This allows a major development in the 
use of transporter systems with the automatic feeding of 
work to operatives and the collecting of it from them. 


Shares in Hepworth Trustee Co. Ltd. At Cost 


Loan and Current Accounts 


Shares in Hepworths Ltd. At Cost 
There is a contingent liability of Hepworths Limited of £388 (£16,799 in 1967) in respect of hire rontal 


of office machinery payable on or before the expiration or sooner determination of the hire-rental agree- 


£78,780 for Hepworths Limited (£60,731 in 1967), and for J. Hepworth & Son Limited £42,437 (£ Nil 
ment. 


The amount of contracts for capital expenditure not provided for in these accounts is estimated at 
in 1967). 


Under this heading there is included £9,900 (£24,487 in 1967) in respect of payments on account of work 


carried out by Hepworths Limited on its fixed assets. 
In addition, expenditure of £230,000 had been authorised but not contracted for. 


Stocks and work in progress are valued at the lower of cost and net realisable value. 


The amount shown in the Balance Sheet of 
12. Debtors 


10. Interests in Subsidiary Companies. 
J; Hepworth & Son Limited comprises: 
11. Stocks and Work in Progress 


13. Capital Commitments 
14. Contingent Liability 





£ 


20,345 6,970,845 
88,597 


Total 
Fixed 
111,181 


HEPWORTH & SON LIMITED 
Assets 


22,292 7,059,442 
19,534 6,985,506 


7,356 
12,178 6,874,325 
13,333 6,866,398 


1,947 


8,917 


Factory 

Plant & 

Vehicles 
£ 


J. 
553,628 
404,155 


507,980 
6,405,789 447,276 


Prop- 
£ 
544,711 


erties 


Property values 


Getting back to Hepworth and their properties, the nearest 
there is in the accounts to a valuation of the properties is 
that, in the opinion of the directors, the present market price 
exceeds the balance sheet figure by substantially more than 
the £3,558,027 by which the total of valuations at various 
times since 1955 exceeds the balance sheet figure of 
£6,862,147. 

Certain properties have been revalued in 1959, 1962, 
196s and 1966 for debenture issue purposes. The last full 
revaluation was in 1955. With such an accent placed on 
estate profits, an estate valuation would appear to be in 
order but the directors can quote the obvious reasons for 
not having another revaluation made — the cost of the 
exercise for one thing, and the fact that valuation so quickly 
comes out of date for another. 

But with £3,172,525 within the properties figure applic- 
able to properties still at the 1955 valuation and £2,611,387 
bought since 1955 and unvalued, there is a majority of 
‘unvalued’ as against ‘revalued’ properties in the figures. 
A more up-to-date idea of the property value would not 
come amiss. 


Freehold Leasehold 
Prop- 
erties 
77,733 
25,530 


fittings and office equipment or in the cal- 


£ 
6,405,789 
6,457,992 
6,457,992 


6,483,522 


erties. There has been no change in the method of 


g depreciation on plant, machinery, vehicles, shop 


reciation has been written off the Freehold Prop 


No dep 
calculatin 


Contributions towards Improvements | 
Investment Grants receivable of £17,314 (£22,830 In 1967) have been deducted from the cost of factory 


Less: Aggregate Depreciation and Amortisation 
plant purchased during the year. 


(b) J. Hepworth & Son Limited: 

At Net Book Value at 1 July 1948 or at Cost 
Additions during year at Cost 

Less: Disposals during year at Cost .. 
culation of the amortisation of leaseholds. 


Balance at 31 August 1968 
Balance at 31 August 1967 
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investment | 
management? 


ak QBSS 


` 


The management of investments for pension 
funds, private individuals and Trustees is just 
one of the range of specialised facilities available from 
OBSS — Old Broad Street Securities Limited. 

If, as a professional adviser, you would like advice on 
the above or to know more about OBSS and how 
the services they offer could help your clients, get 
in touch with Mr W. J. T. Marriott our Manager at 

Head Office. 


OLD BROAD STREET 
SECURITIES LIMITED 


Head Office: 39 King Street, London, E.C.2 
S Telephone: 01-606 7291 





Offices also in Birmingham, Leeds, Luton, 
Manchester and Nottingham 


SE ae ae LOANS FOR EXPANSION - ISSUES 
GE ) FLOTATIONS - MERGERS 





A member of the 
United Dominions Trust 
Group of Companies 


INVESTMENT MANAGEMENT 
PROPERTY DEVELOPMENT FINANCE 
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When its - `- 
a problem of 
life assurance 


Towry Law's 
advice is expert 


and impartial 










When problems of Estate Duty mitigation, provision for education, 
investment, retirement or house purchase crop up Jet Towry Law 
work out detailed recommendations for you. 


You will be impressed by their thorough knowledge of life assurance 
and its sophisticated applications. You will take a big burden off 
your own shoulders. You will have the satisfaction of knowing that 
the Towry Law recommendations are impartial as well as being 
expert. They are independent of any particular insurance company. 


If you are interested in any of these matters, tick the square concerned, 
complete the coupon and post the whole advertisement to us. 


Education 


Schemes can be arranged which halve the cost of educating 
children. 


Investment 
Endowment Assurance Policies should provide ah interest 
rate of at least 10% per annum. We also advise on Unit Trust 
saving plans. 


House Purchase 


We specialise in arranging loans and can often secure 100% 
mortgages. E 


Share Purchase 


Loans can be arranged to enable you to purchase a wide 
range of shares. ` sh 


Pension Provision 
We advise both companies and individuals on Top Hat, 
Personal Pension and Group Schemes. 


Death Duties 
There are excellent plans to reduce or make provision for 
Estate Duty irrespective of age or state of health. 


TOWRY LAW & CO. LTD. ` - l 
incorporated Insurance Brokers 

Winchester House, 77 London Wall, London, E.C.2. l 
Telephone : 01-588 6244 l 
mint EEN d 
SEENEN | 
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` Now enjoy = 
- “Thebestof ` | Keyser | 
~ all worlds” 
Pa an 


| : TA = 3 
l NIT - merchant bankers | 


mma POY | FINANCE 


~~ Capital Appreciation 


‘to Policyholders | and... | FOR ` 


%& Bonuses related to - 


Portfolio Income with... BUSI NESS | 


* A Regularly Published 


Portfolio GER and . Short-term finance EN 
iech éi | New capital issues 


-Æ Daily Quotations of ` p  Adviceon 
Eagle Units in the Press | mergers and acquisitions 








Keyser Ullmann 
Limited ` 


This unique DE e is available from . 


A EAGLE STAR ` | : 31 Throgmorton Street - London - EC2 | 
e INSURANCE Co. Ltd. , Telephone: 01-606 9011 - Telex: 263025 


22 Arlington Street, London, S.W.1 E 85 Gracechurch Street - London - EC3 
t: Telephone: 01-626 2567 - Telex: 28831 





or any Branch or Agent 
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CITY NOTES 


CCUSED of counting rumours in its invisible exports, 

the City is currently in worse odour than usual with 
the Government and Whitehall. Sellers in the gilt-edged 
market, however, are not concerned with rumour but with 
the fact that under conditions of acute currency doubt 
turning on ineffective government, holding on to fixed 
interest stocks is considered a mug’s game. 

Smail savers who took £14 million out of National Savings 
‘in a week were not concerned with currency rumours and 
international currency speculation but with the fact that 
prices will continue to rise because of Government action 
and, by that token, money should be spent now ~ and not 
later. 

\ Rumours in the City a week ago were undoubtedly wild 
but they were the cumulative result of successive failures 
of the recent round of so-called ‘measures’, both domestic 
and international, to inject any degree of confidence into 
the currency situation. 

There is now a vicious spiral that the Government seems 
powerless to break. The economic ‘stop’ package of credit 
curbs, plus higher taxes and duties, failed to break the spiral 
of mounting anxiety and because it failed to do so, the 
anxiety inevitably increased still more. 

Only evidence of economic improvement will break the 
spiral and since, because of the spiral, there can be no such 
eviderice, the spiral will continue to rise. The plain point is 
that the Government has used up its credibility. 

It has also used up its credit and when there is neither 
credibility nor credit, then there is no government left. 
All the time the Government blames everyone but itself for 
economic failure the rumours will run riot and the City 
will reflect them. 

For the City this is not a matter of Labour versus Tory. 
It is a matter of confidence, both internally and externally, 

. in the Government of the day. 


N stock-market terms, although currency doubts have 

pushed the gilt-edged market to its lowest ever point, 
there has been no inflationary inspired rise in equities. 
Take-over bids have injected gains in particular shares and 
the unit trusts, as ever, have been selective buyers. But 
equities appear to have lost the investment emphasis they 
had earlier in the year and the market has absorbed a 
very considerable amount of stock over. the past two 
months. 

There is no indication that the equity market is going to 
break out of its sideways movement one way or the. other. 
Currency inflation may be an equity supporting force but 
fear of currency collapse is not. 

Industrial company results are, at best, confirming 
the present price/earnings pitch of the market but are not 
justifiably raising the pitch. 


ITH the possibility of further Government restric- 

tions ahead and the rise in industrial earnings 
expected to level off, the view is gaining ground that 
the equity market — in index terms, at least ~ is high 
enough. Present conditions will prove an interesting test ` 
of conditions in which New Year resolutions to reshape 
investment portfolios and to follow the seasonal crop of 
New Year share forecasts géie? bring support during ` 
January. 

Present evidence i is that any lift in ‘prices brings profit- 
taking selling and any relapse brings in unit trust support. 
How long this combination will last, and which of the two 
opposing forces will come out on top, is- difficult to judge 
at present. Opinion on that point is just as divided as are 
the two opposing forces themselves. 


ei 


RATES AND PRICES 


-= Closing prices, Tuesday, December roth, 1968 p ae 


Tax Reserve Certificates: (28.8.68) Companies 4k% : 


3% surrendered for cash; Personal 4% 


H 


Bank Rate 
Jan. 26, 1967 64% Nov. 9, 1967 64% 
‘Mar. 16, 1967 .. 6% Nov. 18, 1967 . 8% 
May 4, 1967 . .. 5$% March 21, 1968 mY, 
Oct. 19, 1967 .. 6% Sept. 19, 1968 . ag 
; ‘Treasury Bills 
Oct. 4 £6 ros 9'56d% Nov. 8 £6 rs 5*8rd% 
Oct. 11 £6 res 6°79d% Nov. 15 £6 ras 6:03d% 
Oct. 18 £6 gs 10°44d% Nov. 22 £6 16s 668d% 
"Det ag, £6 gs 10°28d% Nov. 29 £6 15s g47d% 
Noe, 1 - £6 118° 0°67d% Dec. 6 £6 16s God, 
Money Rates 
Day to day siop% Bank Bills l 
7 days . 54-65% " .. 2 months 74-75 % 
‘Mine Trade Bills ` a i 3 months .. 7}7 $% 
3 months e. BERG | A months .. 7}-77;% 
4 months 84-82% 6 months .. 74-7%% 
-6 months RÄ ont > l dE 


Foreign Exchanges 
New York... |... 2°38 Frankfurt 95088 
Montreal asst Milan 1487 
Amsterdam 8:60 . Oslo 17°02 
‘Brussels 19°59 Paris Sé DN 11°79 # 
‘Copenhagen 17'854 Zurich .. we = 1025 43 
Gilt-edged 
Consols 4% 508. Funding 6% 1993 77% 
Consols 24% te BOR Savings 3% 60-70 . 92k 
Conversion 34% .. 43% Savings 3% 65~75 . 749° 
Conversion 5% 1971 o3ixd Treasury 64% 1976 94% 
*Conversion 54% 1974 872 Treasury 33% 77-80 67 
Conversion 6% 1972 944° Treasury 34% 79-81 664 
Funding 3$% 99-04 . 48}xd Treasury 5% 86-89 . ` 69% 
Funding 4% 60-90 gst , Treasury 54% o8-12 70k 
Funding 54% 78-80 | 78% Treasury 24% .. 31$ 
Funding 54% 82-84 764xd° = Victory 4%.. . 97 


Funding 52% 87-91 -:° 76 . War Loan 3% ia 
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Developments in Management 
Accountancy 


edited by J. BATTY. 
Heinemann. 55s. 


Dr Batty has put together in one volume a series of papers 
delivered to meetings, and articles written for professional 
journals, over a period of some fifteen years. The opening 
chapters are general and historical: the succeeding ones 
more specific. 

Intended both for accountants and financial executives it 
is especially suitable for those sitting the Joint Diploma in 
Management Accounting and similar diploma examinations 
and can be said fairly to cover the range of techniques, 
many of which have been covered by papers previously 
published in The Accountant and The Cost Accountant (now 
Management Accounting). 

The book is a fascinating record of the development of 
present-day management accounting and costing thought, 
and Dr Batty is to be congratulated for choosing his chap- 
ters with such skill that they make a consistent whole. ` 

Among the matters dealt with are marginal costing, 
depreciation and plant replacement decisions, quality con- 
trol, work study and labour cost control, inventory control 
and the use of computers for management accounting. 

This is not so much a book for beginners as for those 
already some way along the road — as such it is compre- 
hensive and welcome. 


The Money Game 
by ‘ADAM SMITH’. 
Michael Joseph, Bodden. 42S. 


“The game of professional investment is intolerable and 
over-exacting to” anyone who is entirely exempt from the 
. gambling instinct.’ This quotation from John Maynard 
Keynes gave the author his title. A magazine editor had 
earlier given him his name when he substituted ‘Adam 
Smith’ for ‘Procrustes’ (which sounded ‘too much like a 
pseudonym and we don’t use pseudonyms’)! 

Despite this derivative background, The Money Game 
is a brilliantly original work which describes with devastat- 
ing irony the human half of Wall Street represented, on 
the one hand, by the professionals who handle vast mutual 
funds and, on the other, by the amateurs who want to 
stand out from the crowd by making a quick personal 
fortune. The author elaborates the old theory that the 
crowd is always wrong. When the most sophisticated system 
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fails the professional, he has always one near-infallible 
standby. Find out what the amateurs — the hordes of small 
investors — are doing and then do the opposite. 

Accountants will be particularly interested in Chapter 13 
in which ‘Adam Smith’ castigates the profession for per- 
mitting such a wide variety of interpretation among 
member firms on such matters as depreciation and in- 
ventory valuations. He contends that the phrase ‘generally 
accepted accounting principles’ used in the standard 
American accountants’ short-form report Se be inter- 
preted as: 


‘Zilch could have earned anywhere from fifty cents a 
share to $1.25 a share. If you will look at our notes x 
through 16 in the back, you will see that Zilch’s earnings 
can be played like a guitar, depending on what we count 

or don’t count. We picked $1. That is consistent with 
what other accountants are doing this year. We’ll let next 
year take care of itself.’ 


The last sentence is a little off-target because all reputable 
accountancy firms are meticulous in advising consistency’ 
from year to year but the criticism as a whole is valid 
because, as the author goes on to say: . 


‘Numbers imply precision, so it is a bit hard to get used 

to the idea that a company’s net profit could vary by 100 
per cent depending on which bunch of accountants you 
call in, especially when the market is going to take that 
earnings number and create trends, growth rates, and 
little flashing lights in computers from it. And all this 
without any kind of skulduggery you could get sent to 
jail for.’ 

‘Adam Smith’ is the master of the arresting See as, 
for example, when he writes that a certain stock ‘managed 
to make it from 74 to 8 with scarcely a skid mark’ and he is 
expertly familiar with the mysterious ways of the stock 
exchange. His ability te communicate this esoteric knowl- 
edge in so readable a form, lifts The Money Game high 
above the masses of books about the money game and 
makes it an ideal mental stimulant. : 


Investment Risk and Uncertainty 
by P. Spry-BAILEY, B.SC., B.E.(SYDNEY), M.B.A.(N.S.W.). 


West Publishing Corporation Pty Ltd, Sydney, Australia. 
$3.75. 

This book was primarily written for the benefit of Australian 
businessmen when called upon to make investment de- 
cisions in order to assist them when confronted with such 
problems and help in reducing the risk element associated 
therewith. 

The author outlines the necessity for a more ‘scientific 
approach to investment decisions if Australian industry is 
to capture export markets and compete effectively with 
imported goods. 

The cost of capital concept is discussed and the calcu- 
lations involved are illustrated where various classes of 


‘shares, debt and retained earnings make up the capital 


structure. 

The methods of calculating the net worth of an invest- 
ment pay back, rate of return and DCF are all well illus- 
trated, the author having ensured that the only mathematics: 
required of the reader is an understanding of present value 
and discounted cash-flow techniques. 

Probably the most interesting chapter is towards. the end 
where examples of the application of techniques are illus- 
trated. Two investment projects are taken, being two 
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service stations requiring an investment of -between 
$60,000 and $100,000 of funds, but the examples could be 
modified to fit a number of calculations. The procedures 
and the method of arriving at the conclusions are well 
illustrated and the reader would do well to give serious con- 
sideration to the approach outlined. 

The book can be recommended to middle management 
of medium-sized companies in British industry who have 
the same type of problems as their Australian counterparts, 
also to all who require a practical approach to the problems 
of assessing investment risk and uncertainty. 


-The Distribution of National Income 
edited by JEAN MARCHAL and BERNARD Ducros. 


St Martin’s Press, New York; Macmillan & Co Ltd, 
London. 105s. 


This substantial volume contains (somewhat belatedly) the 
proceedings of a conference held by the International 
Economic Association in Palermo in 1964. The 26 papers 
. from international experts are divided into four main 
groups. The first group reviews recent trends in income 
distribution in the more advanced capitalist economies; 
the second concentrates on the same theme for socialist 
-economies, and the third on the under-developed countries. 
A fourth group of.seven papers considers theories of dis- 
tribution — an area of knowledge in which the theory is no 
better than the limited data available for its analysis. 

A final section deals with incomes policies in practice. 
The review of British experience was prepared by Professor 
R. C. Tress. The only other paper dealing specifically with 
British experience is by Dr C. H Feinstein who reviews 
the changes in the distribution of the national income in the 
United Kingdom since 1860. 

The theory of income distribution is undoubtedly one 
of the less satisfactory in the body of economic theory. 
Much of the writing in this volume is complex for the 
non-specialist, while the empirical data against which the 
various theories may be tested are by no means reliable. 
For the graduate reader with a continuing interest in 
. economic theory, these essays will provide a stimulus to 
further thinking, but even this reader will need to make a 


considerable intellectual effort to keep pace with these. 


experts. 


- Economic Development Projects and 
their Appraisal 


by Joun A. Kine, Jun. 


Johns Hopkins Press, Baltimore; Oxford University Press, 
London. £7 2s 6d. 


The World Bank has proved to be one of the more successful 
post-war organizations concerned with the encouragement 
of international co-operation. In part, no doubt, its success 
lies in the fact that its activities have been based on a due 
regard for commercial principles. This volume describes 
the problems of appraising development projects such as 
these which the Bank is asked to finance and it demonstrates 
the Bank’s wide experience in project evaluation. 

The book comprises, besides the brief introduction, 30 
‘case studies — 17 of them concerned with electric power pro- 
vision, nine with transport and four with industrial develop- 
ment. As the introduction observes, the Bank’s experience 
has tanghi it that in project appraisal Sie should be 
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taken for granted and that healthy ‘scepticism is a cardinal 
virtue, 

It would be interesting to have a similar volume to this 
dealing with the investment project evaluation exercises of 
Britain’s nationalized and major industries. 


Scale, Innovation, Merger and Monopoly 
by Harry TOWNSEND. 


Pergamon Press Ltd, Oxford. Hardback 17s 6d; Paperback 
tos 6d. 


This slim Séit is divided into two parts: the first 
considers scale and e.ficiency, and deals with questions of 
technological advance, research and development, auto- 
mation and mergers — areas where large firms have played 
the leading role. At the other end of the scale, however, 
thousands of small firms manage to survive and their 
characteristics, strengths and weaknesses are also examined 
and discussed. 

Part two is devoted to the problem of monopoly and its 
control. The picture here is a study in shades of grey rather 
than black and white, since monopoly is a matter of degree. 

As an introduction to industrial economics, this book will 
appeal mainly to students of economics or those preparing 
for professional examinations in accounting, banking and 
business studies. 


RECENT PUBLICATIONS 


ACCOUNTING FUNDAMENTALS, sixth edition by R. Keith 
Yorston, E. Bryan Smyth and S. R. Brown. 672 pp. 
10X6. $5.50. The Law Book Company Ltd, Sydney; 
Sweet & Maxwell, 73s. 

AUSTRALIAN CASE: STUDIES IN Business ADMINISTRATION, 
second edition, by Harold Farlow Craig. xx+252 pp. 
94 X 64. $5.80 The Law Book Company, Sydney; Sweet & 
Maxwell. 64s. 

MONEY IN THE COMPUTER As, by F. P. Thomson, xiv +243 

pp. 8x5. Pergamon Press, paperback 308. 

IMPROVING BUSINESS RESULTS, by John W. Humble. 194 pp. 
84 X 54. McGraw-Hill, sos. 

CORPORATE STRATEGY, by H. Igor Ansoff. 205 pp. 7 x 44. 
Penguin Books, 5s. 

CHARACTERISTICS OF AN EFFECTIVE MANAGEMENT CONTROL 
SYSTEM IN AN INDUSTRIAL ORGANIZATION, by Robert H. 
Deming. xv+222 pp. 84x54. Harvard . University; 
Bailey Bros & Swinfen, 48s. 

‘THREE YEARS’ HARD LABOUR, by William Davis. 224 pp. 
84 x s}. Deutsch, 30s. 

THe Law RELATING TO Money Lenpers, fifth edition, by 
the Rt Hon. Lord Meston. xxxix + 402 pp. 9 X 54. Solicitors’ 
Law Stationery Society, Iros. 

THe PRINCIPLES AND Practice op ‘Farm MANAGEMENT 
ACCOUNTING, second edition, by C. A. Mallyon. viii+463 
pp. 9 X 54. $7.50. The Law Book Company Ltd, Australia; 
Sweet & Maxwell, 75s. 

COSTING PROCEDURES, fourth edition, by R. Keith Yorston, 
S. R. Brown, and H. L. Sainsbury. viii +494 pp. 94 x 64. 
$6.80. The Law Book Company- Ltd, Australia; Sweet & 
Maxwell, 755. ' 

BOWSTEAD ON AGENCY, thirteenth edition, by F. M. B. 
Reynolds and B. J. Davenport. cxiii +484 pp. 3106. 
Sweet & Maxwell, 140s. 

KEY To THE SPECIAL CHARGE, by Percy F. Hughes and J. M. 
Cooper, 29 pp. 84 X 54. Taxation Publishing Company Ltd,- 
“s 6d. 


These books may be obtained from, or through, Gee & Co 
(Publishers) Ltd, The City Library, 151 Strand, London WC2. 
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Business Game for Students 


Successful ‘First Event’ Won by 
Birmingham Society 


EARLY 150 chartered accountant students, repre- 
senting students’ societies from as far afield as Exeter 
and Huddersfield, took part in an instructive and stimulat- 
) ing business game held in Birmingham last week-end. In 
the event, one of the three teams from the ‘home side’ — The 
Birmingham Chartered Accountant Students’ Society — 
were the winners. 
Organized by the National Executive Committee of the 
Union of Chartered Accountant Students’ Societies under 
the auspices of ‘The Institute of Chartered Accountants in 
England and Wales in conjunction with International 
Computers Ltd, the game commenced at g a.m. on Friday 
morning at the Imperial Centre Hotel and Dr Johnson 
i House. Participants were divided into 27 ‘boards of 
f directors’ and at the end of the first day’s play — which 
7 continued until 6 p.m. — nine teams had won through to the 
i semi-final on Saturday morning at the Imperial Centre 
q Hotel. 
The teams to achieve places in the semi-final were two 
i from Birmingham and one each from London, Liverpool, i 
ee ele ad rab Robin Miller and David Gilkes loading a computer tape dur- 
à k > ; SR 3 ? ing the game at the offices of International Computers Ltd 
k, against a particularly aggressive pricing policy on the part 
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The Birmingham Students’ Society’s winning team at work during Friday afternoon. Left to right: Peter Hulbert, Michael Beardmore, 
Stuart Burton, ‘managing director’, Peter Calverley and William Hogg. 
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The Manchester team in action. Left to 


of Liverpool, one of the Birmingham teams earned con- 
sistently increasing profit through sound pricing and 
marketing and entered the final with Leeds and Leicester 
as their opponents. 

Pricing policy was again a vital factor in the final, 
which was played at the computer centre of International 
Computers Ltd, and the Birmingham team successfully 
held off Leeds, who were the runners-up. 

The whole game was in every way a success enabling those 
taking part to experience, in a simplified form, the actual 
processes involved in decision making at boardroom level. 


At a reception given at the Imperial Centre Hotel. Left to right: Mr D. E. T. Tanfield, F.C.A., President of The Birmingham Chartered 





‘right: George Smith, Stephen Torkington, 
David Rainsbury, ‘managing director’, David Seddon and Robin Spratt. 
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Furthermore, a real sense of teamwork 
within each ‘board’ quickly developed. 
Each heat involved a time period of 
16 months, making four quarterly 
moves by each team which were known 
as ‘plays’. The initial move was made by 
the adjudicators before the commence- 
ment of the heats so that the teams 
had a company ‘history’ to take into 
account, as well as current figures. 

At the start of each heat, the various 
companies received a report form 
representing their position after one 
‘move’. It was on the basis of this 
commencing information that decisions 
for the next period were made. The 
report form, produced by the computer 
at the end of each period, showed the 
results of decisions made by each team 
and their interaction. When each report 
form was received by the team the 
next period’s decisions were made, 
based on the new information received. 
These decisions involved the com- 
pany’s marketing expenditure, its re- 
search and development expenditure 
and the selling price of its product. 

Part of the value of the game was the report of the 
adjudicators, who were members of the Institute, and every 
‘board’ received in writing a report on its performance. 
Thus, no team at whatever stage of the game it was elimi- 
nated was left without the means for a boardroom dis- 
cussion on the decisions it made. 

On Saturday evening, Mr Stanley Kitchen, F.c.a., a 
member of the Council of ‘The Institute of Chartered 
Accountants in England and Wales, presented the Chal- 
lenge Shield to the winning team. 





Accountant Students’ Society, Mr R. S. Williams, of International Computers Ltd, Mr Stanley Kitchen, F.C.A., a member of the 
Council of the Institute, and Mr Peter Rickitt, a member of the National Executive Committee of the Union of Chartered Accountants 
Students’ Societies, who took a leading part in organizing the game. 
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Correspondence 





Integration of the Profession 


Sir, — Although my lengthy letter in your issue of Novem- 
ber znd seems to have provoked no direct reply as I had 
hoped it would, a conversation which I have had with 
another member of the English Institute and Mr T. E. 
Heywood’s letter in your issue of November 30th prompt 
me to trespass further upon your space. 

First, as regards the conversation in which the speaker 
claimed to have answered my points after I had left the 
meeting on October 16th. So far as I could gather his argu- 
ment, it was that the accountant in industry is compelled to 
place the interests of his employer before such considera- 
tions of integrity as would be uppermost in the mind of a 
member in public practice. From this ~ doubtful — premise 
it was argued that it was essential to train accountants in 
two separate streams so that the one would from the 
beginning be indoctrinated with the commercial industrial 
ethic, whilst the other would only learn the habits of the 
profession. 

In my letter published on November 2nd, I dealt (under 
the heading “I'wo-tier profession’) with the dangers 
involved in such a process and the objections to it. I would 
only at this stage add that the argument put to me seemed 
to me to imply an entirely unjustified slander upon our 
professional brethren in industry and commerce. 

Mr Heywood’s letter seems to be concerned primarily 
with the benefit of a large Institute commanding greater 
financial resources. Whilst I would hardly accept the 
suggestion that such a larger and richer Institute would 
be of any essential benefit to the profession, I would doubt 
even more the suggestion that with a scheme of this kind 
industry would be discouraged from recruiting staff from 
outside the ranks of the Institute. In my view the scheme is 
likely to lead only to a proliferation of other bodies of 
accountants, from which, no doubt, industry and the pro- 
fession will beyglad to recruit men if, in Mr Heywood’s 
words, they are ‘any good’. 

Beyond this Mr Heywood seems to have a greater faith 
in the merits of study courses — which I have called else- 
where classroom tuition — and similar activities than I think 
any of the available evidence would justify. 

Whilst there are many of his statements with which 
no one would quarrel, there seems no addition in his letter 
to the available evidence before the profession and his 
conclusions are frequently not supported either by his 
own statements or by any evidence available. 

Yours faithfully, 

London EC2. H. O. H. COULSON. 
Sir, ~ Having read the proposals for the future development 
of the profession I feel that it is unfair for the Institutes to 
disallow future membership to overseas students, though 
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a diploma would be granted: to successful candidates. 
With the proposed setting up of the Overseas Accountancy 
Board the only immediate action I can foresee would be that 
the commonwealth countries who now look upon and respect 
the accountants trained by the British bodies, would set 
up their own associations. This would result in the non- 
recognition of the accountants who wish to serve overseas. 

The setting up of this Board would be a waste of time and 
membership money, as not many overseas students would 
be interested in trying to obtain the diploma awarded by the 
Board without the conferring of any suitable designation. 
These types of diploma are issued by the correspondence 
colleges and thus serve the purpose the Board aims at. 

It would seem that the establishment of the Overseas 
Accountancy Board has been suggested in order to dis- 
charge future overseas studentship either because the 
Institutes are too selfish to look at the interests of the 
underdeveloped countries in the field of education or are 
incapable of understanding their problems. The Institutes 
should in my view have a wider outlook towards the develop- 
ment of a unique international accountancy profession 
rather than do something which is selfish and deters the 
flow of ideas and setting international standards in the 
fields of accountancy and auditing. 

The other alternative would be for students to register 
with the other bodies which are not represented in the 
scheme but who confer definite professional status and 
designation. Local students who are unable to obtain 
studentship with the chartered bodies might also register 
with those bodies. | 

It is estimated that these bodies have a total membership 
of about 10,000 and in about five to ten years may well 
develop, resulting in a similar problem to that of today 
leading to negotiations for another integration scheme and 
the incurring of additional expense. 

It is understood that these small bodies are getting to- 
gether to integrate with a view to forming a new body 
(Association of Management Accountants). If not, then it 
would be a very good idea to do so. v urs faithf ie 


R. K. 


Capital Expenditure Control 


SIR, - Mr R. P. Wrinch, in his article “Capital expenditure 
control’ (The Accountant, December 7th), rightly criticizes 
DCF but fails to mention the best and most obvious 
method of ascertaining the profitability of capital expen- 
diture, namely, the simple profit ratio to capital cost. This 
simple ratio gives a lower percentage than DCF for the 
reason that the DCF ratio is always based on the DCF 
written-down value of the capital asset. 

The difference between the DCF written-down value and 
the conventional written-down value of a capital asset is 
that the former produces a low depreciation in the early 
years of the capital asset, whereas the latter produces a high 
depreciation in the early years. 

Both MAPI and DCF split sales revenue into interest on 
the one hand and capital recovery or depreciation on the 
other hand. In the early years the interest is high and the 
capital recovery is low; whereas in the later years the inter- 
est is low and the capital recovery is high. 

The assumption of declining earnings is common to both 
MAPI and DCF, and completely ignores the reinvestment 
of profits giving rise to higher profits increasing at com- 


pound interest. Yours faithfully, 
London. P. L. GRIFFITHS. 
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The Institute of Chartered Accountants 
in England and Wales 


Special and Ordinary Meetings of the Council 


At special and ordinary meetings of the 
Council held on Wednesday, De- 
_ cember 4th, 1968, there were present: 


\ Mr S. Dixon, President, in the Chair; 
Mr R. G. Leach, Geng, Deputy-President; 
Mr C. Croxton-Smith, Vice-President; 
Messrs J. F. Allan, G. R. Appleyard, 
C. J. M. Bennett, Sir Henry Benson, 
C.B.E., Sir William Carrington, Messrs 
G. T. E. Chamberlain, L. H. Clark, D. A. 
Clarke, R. W. Cox, W. G. Densem, P. H. 
Dobson, S. M. Duncan, J. V. Eastwood, 
S. Edgcumbe, W. W. Fea, R. W. Foad, 
C.B.E., J. W. G. Frith, J. P. Grenside, 
W. Hare, E Za: Heaton, J. A. Jackson, 
A. W. John, Geng, H. O. Johnson, 
R. O. A. Keel, H. Kirton, T.D., S. Kitchen, 
R. McNeil, W. G. Medlam, S. A. Middle- 
ton, D. S. Morpeth, T.D., W. Bertram 
Nelson, c.B.E., E. J. Newman, W. E. 
Parker, c.B.E., F. E. Price, C.B.E., D. W. 
Robertson, L. W. Robson, J. D. Russell, 
E. C. Sayers, R. G. Slack, H. G. Smith, 
~G. Tattersall-Walker, C. C. Taylor, R. H. 
Taylor, A. G. Thomas, R. P. Tovey, 
D. C. Urry, A. H. Walton, D. N. Walton, 
A. S. Watson, J. Whitehead, E. K. Wright. 


Appointment to the Council 


Mr J. C. Bayley, F.c.a., London, was 
appointed a member of the Council 
to fill the vacancy caused by the 
resignation of Mr S. C. Hand, F.C.A., 
Sheffield. 


Some Taxation Anomalies and 
Practical Difficulties 


The Council received a copy of a 
. memorandum entitled Memorandum 
of Some Taxation . Anomalies and 
Practical Difficulties Arising from a 
Consideration of Finance Acts which 
had been submitted, under cover of a 
letter dated November r1gth, 1968, to 
= the Chairman of the Board of Inland 
Revenue on behalf of the Council of 
this Institute, The Institute of Char- 
tered Accountants of Scotland, The 
Institute of Chartered Accountants in 
Ireland and The Association of Certi- 
fied and Corporate Accountants. The 
text 
published in the next issue of The 
Accountant. 


of the memorandum will be ` 


` 


Friendly and Industrial and 
Provident Societies Act 1968 


The Council approved the following 
statement for publication: 


Auditors’ remuneration 


With the discontinuance under the 
Friendly and Industrial and Provident 
Societies Act 1968 of the system of 
‘approved auditors’, the scale of maxi- 
mum fees payable to ‘approved 
auditors’ for auditing the accounts of 
the smaller societies (that is to say, 
societies or branches where receipts 
and payments added together do not 
exceed £20,000) will cease to apply. 
This change will become effective as 
present appointments of ‘approved 
auditors’ in respect of accounting 
years beginning before January rst; 
1969, terminate and societies there- 
after come under an obligation to 
appoint auditors ‘qualified’ under the 
Act. For ‘qualified’ auditors an audit 
fee is to be fixed by arrangement with 
the society or branch below as well as 
above the {20,000 figure. The Chief 
Registrar, however, with ‘Treasury 
consent, has power under the 1968 
Act to prescribe maximum rates of 
remuneration to be paid to ‘qualified’ 
auditors, but does not at present 
propose to do so and hopes that this 
may be unnecessary. The Councils of 
the recognized bodies are confident 
that members will appreciate the 
importance of doing what they can to 
ensure that an audit is available to their 
smaller society clients at a fee which, 
having regard to the nature and extent 
of the work involved, is reasonable in 
the circumstances of the society 
concerned. 


Visits to Overseas Bodies 


It was reported that the Institute had 
been represented: 

(a) by the President at the 23rd 

National Congress of the Coun- 

cils of the Ordre des Experts 


Comptables et des Comptables 
Agréés at Royan from Sep- 
tember 13th to 15th, 1968. 


(b) by the Deputy-President at the ` 
Annual Meeting of the Canadian 
Institute of Chartered Account- 
ants in Halifax, Nova Scotia, 
from September 18th to 2ıst, 
1968. 


(c) by the President and Secretary 
at the 51st Accountantsdag of the 
Nederlands Instituut van Regi- 
steraccountants in Rotterdam 
on October 4th and 5th, 1968. 


(d) by the President at the 81st ` 
Annual Meeting of the American 
Institute of Certified Public 
Accountants in Washington from 
October 13th to 16th, 1968, 
and at a meeting of the Govern- 
ing Council of the American 
Institute on October rath, 1968. 


The Council also noted that the 
President and Secretary would be 
attending the Study Days Conference 
of the Collége National des Experts 
Comptables de Belgique in Brussels 
from December 5th to 7th, 1968. 


University Degree Course 


Exemption from the Intermediate 
examination 


The Council approved the following 
university degree course under bye- 
law 68. This course is therefore 
recognized not only for a reduction 
in service under articles to three years 
but also for exemption from the 
Intermediate examination of the Insti- 
tute: 


University College, Dublin — Bachelor of 
Commerce. 


Nine Months Full-time 
Courses for Articled Clerks 


The Council announces that eight 
additional colleges have been invited 
to participate in the provision of nine 
months full-time courses for the 
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session 1969-70, so that a total of 
twenty colleges will then be participat- 
ing in the provision of these courses. 
These twenty colleges will be: 


Provinces 


` Birmingham College of Commerce 
* Bristol College of Commerce 

Glamorgan College of Technology 

*Lanchester College of Technology 
(Coventry) 

Leicester College of Technology 
*Liverpool College of Commerce 
*Leeds College of Commerce 
*Manchester College of Commerce 
*Newcastle College of Commerce 
*Nottingham College of Technology 
' *Portsmouth College of Technology 
Sheffield College of Technology 
Wolverhampton College of Technology 


London 


Barking Regional College of Technology 
*City of London College 
*City of Westminster College 
*Enfield College of Technology 
*Kingston College of Technology 
North-Western Polytechnic 
Woolwich Polytechnic 


*Colleges already providing a course. 


Use of Templates at 
Examinations ` 


The Council approved the ES 
statement for publication: 

‘Candidates for the Institute’s exami- 
nations will in future be permitted to use 
templates in order to assist them with the 
preparation of flow~charts and other rele- 
vant diagrams.’ 


Examination Results — 
September 1968 Intermediate 


It was reported that the results of the 

examinations held in September 1968 

were as follows: 

Passed Failed Total 
1,409 1,142,551 

(The names of the successful candidates 

and of those placed in order of merit and 


Intermediate 


. alndicates the year of admission to the 
Institute, 


as Indicates the year of admission to The 
Society of Incorporated Accountants. 


"| Means ‘Member in Practice’. 


Firms not marked f or * are composed 
wholly of chartered accountant members 
of the Institute. 


TI Against the name of a firm indicates that 
the firm, though not wholly composed of 
members of the Institute, is composed 
wholly of chartered accountants who are 
members of one or another of the three 
Institutes of chartered accountants in 
Great: Britain and Ireland. 


* Against the name of a firm indicates that 
the firm is not wholly composed of mem- 
bers of one or another of the three Institutes 
of chartered accountants in Great Britain 
and Ireland. 
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awarded prizes were published in a 
supplement to The Accountant of No- 


vember 23rd.) 


Registration of Articles 


The Secretary reported the registra- 
tion of 1,041 articles of clerkship 
during October 1968, the total number 
since January rst, 1968, being 2,483. 


Admissions to Membership 


The following were admitted to 
membership of the Institute: 


_ Alderdice, Anthony Geoffrey, A.c.A., @1968; 


345A High Street, Kensington, London 
W8. 


Black, Richard John Peploe, A.C.A., a1968; 


“The Towers’, Chester High Road, 
Neston, Cheshire. 

[Butcher, Edward John, A.C.A., a1968; 
4 Burnham Manor, Gibbet Lane, 


Camberley, Surrey. 

Butler, Jeremy Somerset Pierce, A.C.A., 
a1968; 48 Dean Garden Rise, High 
Wycombe, Bucks. 


Clarke, David Alan, B.A., A.C.A., @1968; 
2 Holden Way, Upminster, Essex. 

Cox, David John, A.C.A., @1968; 104 
Wilden Lane, Stourport-on-Severn, 
Worcs. 

Craven, Peter Cameron, A.C.A., @1968; 
EN Close, Kirkheaton, Hudders- 
eld. 

Cruddas, Michael Charles, A.C.A., a1968; 
Threepwood Hall, Haydon Bridge, near 
Hexham, Northumberland. 


Dix, Roger Patrick, A.C.A., a1968; 58 Oliver 
Street, Ampthill, Bedford. 


Edwards, Andrew Boucher, A.C.A., 41968; 
Broomhill, Harford, Ivybridge, S. 
Devon. 

Edwards, David Lloyd, A.C.A., 21968; with 
Price Waterhouse & Co, Norwich Union 
House, 73/79 King Street, Manchester 2. 

Essex, Simon William James, B.SC.(ECON.), 
A.C.A., @1968; 56 Boundary Road, 
Colliers Wood, London SWio. 


Godson, Raymond George, B.A., A.C.A., 
arg68; Hill End, Weston Beggard, near 
Hereford., 


Hall, John Anthony, A.C.A., a1968; The 
Thatched House, Sherifoot Lane, Four 
Oaks, Warwicks. 

Hall, John Richard Malcolm, A.C.A., 21968; 
rs Woodville Gardens, London Ws. 
Harrison-Topham, Thomas Roger Nevile, 
B.A., A.C.A., a1968; 28 Ranelagh House, 

Elystan Place, London SW3. 

Havil, Anthony William, A.C.A., a1968; 
The White Horse, Foxton, Royston, 
Herts. 

Hoare, Michael Graham, B.A., A.C.A., 
a1968; 4 Park Village East, "London 


Hubbard, John Michael, A.C.A., @1968; 
32 Kingscote Road, Dorridge, Solihull, 
Warwicks. 

Hudson, Peter Edwin, A.C.A., drob: 105 
Melville Road; Rainham, Essex. 


Kennedy, Thomas Brendan, B.COM., A.C.A., 
a1968; 16 Esmond Road, London WA. 

Kinnon, George Alfred, M.A., A.C.A., 21968; 
23 Albert Mansions, South Lambeth 
‘Road, London SW8. 
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Latham, Patrick, A.C.A., 21968; 6 Marryat 
Road, Wimbledon, London ‘SW. 

Lowe, Tohn Gordon Michael, A.S.A.A., 
a1968; Apt 16, 3660 Lorne Crescent, 
Montreal 1 39, Quehec, Canada. ` 

Lowthian, (Mrs) Anne Carolyn, A.C.A., 
a1g68; 5 The Towers, Engel Park, Mill 
Hill, London NW7, 


MacAuley, John Alexander, A.C.A., a1968; 
2 Lymington Road, Wallasey, Cheshire. 

Mackintosh, Lachlan Stewart, B.A., A.C.A., 
aig68; ‘Scravels’ , Broomfield, Chelms- 
ford, Essex. 

McFerran, ‘Peter Robert, B.A., A.C.A., 
a1968; with Arthur Andersen & Co, St 

_ Alphage House, 2 Fore Street, London 


FC a, 

McLeod-Mackenzie, Jeremy- Alistair 
Courtenay, A.C.A., @1968; Flat 4, 21 
Emperor’s Gate, London SW7. 

Martin, Keith Joseph, B.SC.(ECON.), A.C.A., 
a1g68; 27B Nutley Way, Kinson, 
Bournemouth. 

Morrice, Michael James, A.C.A., a1968; 
7 Mount View, Mount Avenue, Ealing, 
London Ws. 

Musson, Peter John, A.C.A., a1968; Flat 2, 
Claremont Grove, Manchester 20. 


North, Andrew Hilary Lauraine, A.C.A., 
a1968; 8 Estelle Road, Hampstead, 
London NW3. 


O’Dea, Bernard Philip, B.A., A.C.A., 21968; 
36A Claremont Road, Surbiton, Surrey. 

Osmany, Tariq Kamal, 8.8c.(ECON.), A.C.A., 
ar1968; with A. F. Ferguson & Co, Ralli 
Building No. 3, Ralli Square, Off 
McLeod Road, Karachi~2. 


Parsey, Michael Edward, A.C.A., @1968; 
118 Westbrooke Avenue, Hartlepool. 
Pavelin, Laurence Arthur, A.C.A., 21968; 
‘Findorel’, Cheapside, Woking, Surrey. 


Rees, Phillip Aubrey, B.A., A.C.A., 21968; 
38 Hatherley Court, Hatherley Grove, 
London W2. 

Roundell, Christopher Corrie, A.C.A., 
aig68; 22 Redcliffe Gardens, London 
SWro. j 


Shay, Ian, A.C.A., @1968; 4 Crowstone 
Avenue, Westcliff-on-Sea, Essex. i 

Smith, Charles Victor, A.C.A., a1968; 86. 
Prince Avenue, Prittlewell, Essex. 

Smith, Nigel William, A.C.A., a1968; 4 
Jason Close, Salfords, Redhill, Surrey. 

Starkie, Geoffrey Alan, A.C.A., a1968; Flat 
2, 94 Ledbury Road, London Wir, 

Sutton, Richard John, A.C.A., a1968; 141 
Walbrook Road, Derby. 

Tapley, William Richard, A.C.A., a1968; 
21 Solent Avenue, Lymington, Hants. 
Trace, David John Arthur, A.C.A., @1968; 
4 Mortimer Close, Streatham, London 

SW 16, 

Urmetzer, Robert Stephen, A.C.A., 21968; 
15 The Bridle Road, Purley, Surrey, 
CR23jB. ~“ 

Ward-Campbell, Iain Gordon Leeds, B.A., 
A.C.A., @a1968; ra Homefield Road, 
Wimbledon, London SW1g9. 

Wynn, Peter Barrington, A.C.A., @1968; 
‘Caedmon’, Basnetts’ Wood, Endon, 
Stoke-on-Trent. 


“ 


Fellowship 


The Council granted applications 
from ten associates to become fellows 
under clause 6 of the. supplemental 
Royal Charter. 
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Incorporated Accountant 
Members becoming 
Chartered Accountants 


The Council granted applications from 
the following incorporated accountant 
members to become Chartered Ac- 
countants under bye-law 129: 
Levinkind, Julius, ¥.c.a.; London. 
Lowe, John Gordon Michael, 


Montreal, Canada. 
Mallik, Prabhat-Kumar, a.c.a.; London. 


A.C.A. ; 


Members commencing to 
Practise 


The Council received notice that the 
following members had commenced 
to practise: 


Aldous, David Alan, A.C.A., a1967; Whaley, 

\ Aldous & Co, The Adelphi, 19/20 Adam 
Street, London WCz. 

Allen, Thomas William, F.c.a., arọ55; 
{Peat, Marwick, Mitchell & Co, rr 
Ironmonger Lane, London EC2, 

Angas, Michael Fife William, F.c.a., a1954; 
P.O. Box 117, Victoria, Mahe, Sey- 
chelles. 

Ashford, Peter Desmond, A.C.A., a1961; 
Annan, Dexter & Co, 21 Ironmonger 
Lane, London ECz2. 

Atkinson, Brian Shand, F.c.a., @1957; 
Buckley, Hall, Devin & Co, National 
Provincial Chambers, Silver Street, 
Hull, East Yorks. i 


Becker-Jones, Clive Anthony Richard, 
A.C.A., 81968; *Becker-Jones, Piner & 
Co, Britannica House, 214/224 High 
Street, Waltham Cross, Herts. 

Bellamy, Edward Gordon, A.C.A., 21967; 
9 Southampton Row, London WCr. 
Branch, Nicholas Michael, A.C.A., a1962; 
*Binder, Hamlyn, Fry & Co, 8 St Bride 

Street, London EC4. 

Brennand, Colin, A.C.A., a1967; Charles E. 
Dolby & Son, 11 Dale Street, Liverpool 
L2 2ET. 

Butler, David John, A.C.A., grob: David 
J. Butler & Co, 112 Green End Road, 

’ Hemel Hempstead, Herts. 

Chaney, Eric Arthur, A.C.A., 21960; Birch, 
Littlemore & Co, 6 Booth Street, 
Manchester M2 4AS. 

Cheetham, Arthur Herbert, F.c.a., arg28; 
Arthur H. Cheetham & Co, 3 Badgers 
Hill, Wentworth, Surrey. 

Cole, lan, B.A., A.C.A., 21968; Leaver, Cole 


& Co, 62 Cannon Street, London EC4. ` 


Cooper, James Francis, A.C.A., a1965; 
2 Mendip Drive, Milnrow, near Roch- 
dale, Lancs. 

Cope, Cecil Edward, a.c.a., 21968; *George 

. Rees & Co, 41 Clarence Road, 
Chesterfield, Derbyshire. 

Curtis, Stuart, A.C.A., ar961; Alfred S. 
John Co, 4 Gelliwastad Road, 
Pontypridd, Glam. ` ` 

De Vere Gould, Peter David, A.C.A., 21966; 
P. G. Heslop & Co, 2 Serjeant’s Inn, 
Fleet Street, London EC4. ` 

Dowdy, Richard Stephen, A.C.A., a1966; 
Hard, Dowdy & Co, 39 King William 
Street, London EC4. 

Ekins, Eric Walker, A.C.A., a1960; Monahan 
& Co, 38/42. Newport Street, Swindon, 
Wiltshire. 

Firth, Graham John, A.C.A., @a1968; 11 
Bramley Close, Whitton, Twickenham, 
Middlesex. 
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Fish, Leonard, a.c.a.; -a1968; Leonard 
Fish & Co, 79 Park Road, Prestwich, 
Manchester M25 8EA. 


Galton, Ronald Jack, a.c.a., a@1966; 
Stephenson & Co, Bristol & West 
House, Post Office Road, Bournemouth. 

Garrett, John Edward, A.C.A., @1962; 
Monahan & Co, 38/42 Newport Street, 
Swindon, Wiltshire. 

Gordon, Robert Michael, A.C.A., a1961; 
Whittaker, Bailey & Co, 3 Portland 
Street, Southampton SOg 5TH. 

Granger, Peter, A.C.A. @1960; {Price 
Waterhouse & Co, 3 Frederick’s Place, 
Old Jewry, London ECz2. 


Hall, Robert Michael, A.C.A., a1959; Alfred 
Green & Co, Stanley Chambers, High 
Street, Runcorn, Cheshire. 

Hardman, John Philip, A.C.A., 
Thornton Baker & Co, 8 West Walk, 
Leicester LEr 9LT. 

Hobbs, David Richardson, A.C.A., a1965; 
Thornton Baker & Co, Eldon Lodge, 
Eldon Place, Bradford 1. 

Hurst, Michael Robert, A.C.A., @1968; 
Hurst Stevens & Co, Northway House, 
High Road, Whetstone, London Nao. 


Inskip, Robin, A.C.A., 41965; 19 Queens 
Road, Benfleet, Essex. 


John, Huw Stradling, B.A.(RCON.), A.C.A., 
ar1967; Alfred S. John & Co, 4 Gelli- 
wastad Road, Pontypridd, Glamorgan, 
South Wales. 


King, Frederic Harold, F.c.a., aS1948; 
+Price Waterhouse & Co, 3 Frederick’s 
Place, Old Jewry, London EC2. 

Knight, Patrick Jennison, A.C.A., a@1962; 
S. M. Caldwell & Co, 318 Tower 
Ee Water Street, Liverpool La 
AP, 


Lakin, Ronald John, A.C.A., a1959; Mac- 
Intyre Hawkins & Co, "o Longport 
Street, Canterbury, Kent. 

Lewis, Stephen David, B.A., A.C.A., 419607; 
Hodgson, Morris & Co, 41 North John 
Street, Liverpool L2 6SE. 


Martin, Anthony John, A.C.A, a1rg65; 
Countess Weir House, Countess Weir 
Road, Exeter, Devon. 

Masters, Christopher Paul, A.C.A., a1965; 
Thornton Baker & Co, 14/15 West 
Street, Horsham, Sussex. 

Miller, Anthony Garforth, D.¥.c., F.C.A., 
a5$1935; ‘Longcrofts’, Capel House, New 
Broad Street, London EC2. 

Miller, David Fenton, A.C.A., @1960; 
Arthur Young, Clarkson, Gordon & Co, 
Caixa Postal 4660, ZC 21, Rio de 
Janeiro, Brazil. 

Moore, Philip Geoffrey, A.C.A., @1961; 
8 Pearsall Road, Longwell Green, 
Bristol BSr5 6BG. 

Morris, Raymond, A.C.A., a1961; Ronald 
Cross & Co, Heathfield Chambers, 
11 Calvert Terrace, Swansea. 


Norfolk, Stanley, F.c.A., @1951; Phillips 
Frith & Co, 2 Tolcarne Road, Newquay, 
Cornwall. 


Phillips, Ian Peter, A.C.A., a1968; Bernard 
Phillips & Co, 76 New Cavendish Street, 
London W1 M 8AH. 

Pimlott, Kenneth George, F.c.A., a1958; 
Mellor, Snape & Co, Jordangate House, 
Jordangate, Macclesfield Gro 1EH. 

Prebble, Barrie, A.C.A., a1966; 129 Grove 
Lane, Coulsdon, Surrey CR3 2OF. 

Pullin, Peter John, F.c.a., aS1949; tPrice 
Waterhouse & Co, 3 Frederick’s Place, 
Old Jewry, London EC2. 


arg6o; - 
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Range, Thomas, F.c.A., ` 451938; 
Shirley Road, Southampton. 

Reece, Richard Stanley, A.C.A., 421968; 
R. S. Reece & Co, 22 Downs Hill Road, 
Epsom, Surrey. ` 

Reiss, (Miss) Joyce, A.C.A., @1965; 36 
Gresham Gardens, London NW11. 

Riley, William, F.c.a., a@S1932; Forest 
Farm House, Pope Street, Godmersham, 
near Canterbury, Kent. 

Rorison, David James Gilbert, A.C.A., 
aig61; Deloitte, Plender, Griffiths, 
Annan & Co, National and Grindlays 
Bank Building, P.O. Box 416, Kitwe, 
Zambia. 
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Shaw, John Howard, A.C.A., a1966; 
Harold Shaw & Son, 69 Westgate, 
Wakefield, Yorkshire. i 

Smith, Peter Geoffrey, A.C.A., @1965; 


Bedell & Blair, 
Manchester 2. 
Stacy, Graham Henry, F.C.A., @1955; 
įPrice Waterhouse & Co, 3 Frederick’s 
Place, Old Jewry, London EC2. 

Stevens, Ivan Hardy, A.C.A., a1968; Hurst 
Stevens & Co, Northway House, High 
Road, Whetstone, London N20. 


Warren, Peter John, A.C.A., 21967; “Berry 
and Warren, 110 Lloyd Road, Taverham, 
Norwich, Norfolk NOR 53X. 

Wheat, Philip Sydney, A.C.A., @1960; 
*Penny, Reeves & Co, 215 Seabourne 
Road, Southbourne, Bournemouth. 


og Mosley Street, 


Re-admissions to Membership 


One application for re-admission to 
membership under clause 23 (of the 
supplemental Royal Charter) was 
refused. 

It was reported to the Council that 
the following re-admissions, made at 
the Council meetings on October and 
and November 6th, 1968, subject to 
payment of the amounts required, 
had become effective, i 
Dalston, Harold Francis Graham, A.C.A., 

Beechwood House, Gallowstree Com- 

mon Road, Peppard Common, Henley- 

on-Thames, Oxon. 


Brun, Peter Edward Constantin, A.C.A., 
17 Cedar Court, Windsor, Berks. 


Resignations 

The Council accepted the resignations 
from membership of the Institute with 
effect from December 31st, 1968, of: 


Close, Ralph Houghton, F.c.a., 41928; 
Hobs Hill Cottage, High Legh, Knuts- 
ford, Cheshire (retired). 

Collings, Miss Christine May, F.c.A., 
a1g29; 122 Hadham Road, Bishop’s 
Stortford, Hertfordshire. 


Davy, Robert Leslie, F.s.a.a., aS1926; 
6s Davenport Avenue, Hessle, Yorkshire 
(retired), 

Friedrichs, William Edward, F.S.A.A,, 
a1g49; P.O. Box 145, Springs, Trans- 
vaal, South Africa. 


Warris-Evans, Peter, F.C.A., @1940; Rich- 
mond House, Droitwich, Worcester. 

Horrex, Edwin Philip Andrew, D.F.C., 
F.C.A., atgsr; so Field End Road, 
Eastcote, Pinner, Middlesex. 

Morris, Ernest Charles, F.C.A., @1922; 
Flat 1, 8 Milnthorpe Road, Eastbourne 
(retired), ea. of. ste ads soa ant 
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‘Pragnell, Thomas, F.c.A., @1938; 182 


Maidstone Road, Chatham, Kent. 
Procter, Luther Donald, F.c.A., 41930; 
‘Meadowcroft’, Ashleworth, Gloucester. 


Stone, John Duncan, F.c.A., aS1952; 13 
Alexander Street, Howick, New Zealand. 


Wilson, George Jack, F.C.A., 41929; 
Secretary, Staron Soieries Ltd, 23 
Bruton Street, London Wi. 


Deaths of Members 

The Council received with regret the 
Secretary’s report of the deaths of the 
following members: 

Bishop, Peter Bernard, M.A., F.c.A., London. 
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Bice, Gerald Luke, F.c.a., Truro, Cornwall. 

Campbell, Harry Kenneth, F.c.A., Bristol. 

Clare, George Angus, F.c.A., Manchester. 

Clissold, Albert Joseph, F.c.a., Cobham, 
Surrey. 

Dalby, Kenaim, Antony Philip, D.S.O., 
O.B.E., F.C.A., Bristol. 

Graham, George McRae, F.c.A., Epsom. 

Griffiths, Robert Eldred, F.c.a., Bromley, 
Kent. 

Hall, Robert Thompson, F.c.A., Brighton. 

Kar, Subodh Krishna, F.c.A., Calcutta, 
India. 

Lamerton, William Arthur, F.c.a., London. 

Lewins, Joseph Norman, F.c.A., Glou- 
cester. 


December 14th, 1968 


Mann, Arthur Lawrence, F.c.A., South- 
port, Lancs. 

Murgatroyd, George Bernard, F.c.A., Man- 
chester. 


Rowland, Thomas Hutchinson, F.C.A., 
Stockton-on-Tees. 
Shaw, Leonard Walter, B.SC., F.C.A., 


J.DIP.M.A., London. 


Thompson, Geoffrey Hubert, F.c.a., Lon- 
don. 

Thornton, Francis Anthony, F.c.A., Frin- 
ton-on-Sea. 

Weston, Geoffrey Harvey, F.c.A., Port of 
Spain, Trinidad. 

Winterton, Oswald Henry, F.c.A., Pieter- 
maritzburg, South Africa. 





Notes 


and 
Notices 





PROFESSIONAL NOTICES 


Messrs FULLER JENKS BEECROFT & 
Co, CLARK, ECKERSLEY & Co and 
GREENHALGH, SHARP & Co, Chartered 
Accountants, announce that their Man- 
chester and Burnley practices have 
been amalgamated. The Manchester 
practices will operate from Astley 
House, Quay Street, Manchester 
M3 4AH. ‘Two of the partners of 
CLARK, ECKERSLEY & Co, Mr F. W. 
Buck, F.c.A., in Manchester and Mr 
T. THORNTON, F.C.A., in Burnley, have 
retired from the partnership but both 
will remain available as consultants. 


Messrs FULLER JENKS BEECROFT & 
Co and CLARK, ECKERSLEY & Co, 
announce that their London practices 
have been amalgamated. They will 
temporarily continue to operate from 
their separate offices at 55-61 Moor- 


gate, London EC2 and Awdry House, 
11 Kingsway, London WC2. 

Messrs A. E. LIMEHOUSE & Co, 
Chartered Accountants, announce that 
as from December 11th, 1968, their ad- 
dress is 3 Whitehall Road, Rugby. ‘The 
telephone numbers remain unchanged. 


Messrs ‘THORNTON BAKER & Co 
(Portsmouth firm), Chartered Ac- 
countants, announce that with effect 
from December ist, 1968, they have 
acquired the practice of Messrs 
KENDALL, GALLOWAY & SMITH, Char- 
tered Accountants, of Wickham House, 
12 St Thomas Street, Winchester, and 
at Andover and Basingstoke. Mr A. E. 
Smith, F.c.a., has retired from the 
latter practice but will continue to be 
available in a consultative capacity. 

Messrs DEREK WEBSTER & CoO, 
Chartered Accountants, of Baker 
Street Chambers, 136 Baker Street, 
London Wr, announce that on No- 
vember 30th, 1968, Mr J. L. C. 
PLOWMAN, F.C.A., retired from the firm 
which he originally joined in 1926 and 
of which he became a partner in 1939. 


APPOINTMENTS 


Mr David J. B. Charles, A.C.A., has 
been appointed to the board of H. J. 
Green & Co Ltd. 

Mr T. F. Churchman, F.c.A., has 
been appointed to the board of Leeds 
Meter Co Ltd, and will become man- 
aging director on January Ist. 


Mr John Courtis, A.C.A., has been 





appointed a director of Reed Executive 
Ltd. He has been with the company 
since early 1967, after five years with 
Ford of Britain. 

Mr Leonard J. Payne, A.A.C.C.A., 
has been appointed secretary and chief 
accountant of British Alcozip Ltd. 








Mr L, J. Payne 


Mr R. Price 


Mr Ralph Price, F.c.A., has been 
appointed divisional vice-president for 
Northern Europe of Honeywell Inc. 
He will continue as chairman and. 
managing director of Honeywell Con- 
trols Ltd. 

Mr Geoffrey Pallister, A.C.A., has 
been appointed chief accountant of 
Darlington & Simpson Rolling Mills 
Ltd. 

Lord McFadzean, C.A:, J.DIP.M.A., 
COMP.1.E.E., Mr R. C. Atherton, F.C.A., 
Mr P. J. Bibbings, a.c.w.a., and Mr 
J. R. Robinson, F.c.a., have been 
appointed directors of Anglesey Alum- 
mum Ltd, a new company jointly 
owned by RTZ-BICC Aluminium Ltd 
and Kaiser Aluminium and Chemical 
Corporation Ltd. 


JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SW1 


Telephone 01-834 2002 (4 lines) 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


December 14th, .1968 


MEMORIAL SERVICE - 


Leonard Walter Shaw, B.Sc., F.C.A., 
d. Dip. MA. 


A memorial service for the late 
Mr Leonard Walter Shaw, B.SC., F.C.A., 

j.pDIP.M.a., will be held at the Church 
of St Michael, Cornhill, London EC, 
on Friday next, December 2oth at 
12 noon. 


| DOUBLE TAXATION RELIEF 
Grenada 


An Order in, Council relating to the 
Double ‘Taxation Agreement with 
Grenada relating to taxes on income 
was made on November 22nd, and has 
now been published as Statutory 
Instrument 1968, No. 1867. 


Lesotho 


ER Order in. Council relating to the 
Double Taxation Agreement with 
Lesotho relating to taxes on income 
was made on November 22nd and has 
now been published as. Statutory 
Instrument 1968, No. 1868. 


5 PER CENT DEFENCE BONDS 
(CONVERSION ISSUE) 


Conversion Offer 


‘The ‘Treasury has announced that a 
conversion offer will be made to hol- 
ders of 5 per cent Defence -Bonds 
(Conversion Issue) issued on March 
ist and 15th, 1962, which mature on 
April rst, 1969, and are repayable on 
application at {103 per cent upon 
maturity. 

Holders of such bonds will be 
invited to exchange their holdings on 
„April 1st, 1969, into 6 per cent British 
‘Savings Bonds (First Conversion Issue) 
` which-will be repayable on application 
-at {102 per cent upon maturity. The 
terms of these new bonds will be the 
same as those of the 6 per cent British 
Savings Bonds (First Issue) currently 
cn sale, except that interest will be 
payable on April rsth and October 
15th. Sg 
. Those who accept the offer of con- 
version will receive on April ist, 1969, 
the final interest payment on the 
matured. Defence Bonds, at Jr per 
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cent per annum for the period October 
st, 1968, to March 31st, 1969, together 
with.the maturity premium of £3 per 
cent on bonds exchanged. 

Holders of the maturing 5 per cent 
Defence Bonds (Conversion Issue) 
who decide not to accept the conver- 


sion offer should apply for repayment. 


No interest will be pzyable on ‘the 
bonds after they mature on April ist, 
1969, and they can only be repaid ope 
application by the holder. ` 

The list of acceptances of the con- 


version offer will be closed on January 


3rd, 1969. 


IN. PARLIAMENT 
Small Companies 


Mr KENNETH Lewis asked the Chan- 
cellor of the Exchequer whether he 


has completed his investigations into 


the problems of small companies; and 
whether he will make a statement. 

Mr HAROLD Lever: I assume that 
the hon. Member is referring to the 
close company tax legislation. As fore- 
shadowed in my right hon. friend the 
Chief Secretary’s reply of October 
Letb to the hon. Member for Acton 
(Mr Kenneth Baker), this legislation 
is under discussion between the 
Inland Revenue and representatives of 
commerce and industry. 


Hansard, November 26th, 1968. 


Written answers, col. 71. 


Income Tax: Simplification ` ` 
Sir D Ruys WILLIAMS asked the Chan- 
cellor of the Exchequer whether he 
will. take steps to simplify the calcula- 
tion and collection of income tax by 
withdrawing the personal, married, 
child, dependent relatives’, house- 
keeper’s, age and.blind persons’ allow- 
ances, or any of them, and making 
restitution to taxpayers by the pay- 
ment of positive allowances in lieu. 
The Chief Secretary of the Treasury 
(Mr Jonn Diamond): I would draw 
the hon. Member’s attention to the 
reply I gave to the hon. Member for 
Chigwell (Mr Biggs-Davison) on 
March 7th, 1968. [Vol. 760, c. 134.] 
Sir B. Ruys Williams: Does the 
Chief Secretary GE the. enor- 
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‘mous benefits he would confer on 


virtually every employer, in saving 
both time and expense, if he were to 
abolish the present system of PAYE? 
Is there a single valid reason for 
clinging to the existing system? 

Mr Damon: I appreciate, that the 
present system of PAYE, which has 
been examined many times, imposes 
certain time-consuming responsibili- 
ties on employers; but it is the best 
method of tax collection that we have 
so far achieved. 

Mr Freperic Harris: Does not the 
Chief Secretary appreciate that the 
public are crying out for a simplifica- 
tion of the present taxation system 
which they do not understand and 


which often their advisers do not 
‘understand? 


Mr Diamonp: I am crying out for a 
simplification of the tax system. As 
soon as I try to simplify it in any way, 
the public insists on having tailor- 
made tax for each individual member 
of the public. 

Hansard, November 26th, 1968. 
Oral answers, col. 270. 


Tax Collection 


Mr DALYELL asked the Chancellor of 
the Exchequer what is the approxi- 
mate cost of collecting £1 million in 
income tax, {1 million in tax from 
surtax, {1 million in capital gains tax, 
£1 million in corporation tax, and 
£1 million in selective employment 
tax, respectively; and if he will make a 
statement on the number of Civil Ser- 
vants involved in collecting various 
forms of taxation. 

Mr HAROLD Cava It is not prac- 
ticable to. provide separate. figures for 
each. Inland Revenue tax. In 1966-67 
collection of the four Inland Revenue 
taxes specified cost approximately 
£13,800 per {1 million, or 1°38 per 
cent. The administrative costs of 
selective employment tax on both 
collection and repayment are expected 
this year to amount to {£3,852 per 
£1 million, or 0-385 per cent. Approxi- 
mately 84,000 Civil Servants are em- 
ployed for the purpose of administer- 
ing taxes, 

Mr DALYELL: Does my. hon. ‘friend 
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detect a certain inconsistency among 
those who both call for a reduction in 
the Civil Service and want to abolish 
the selective employment tax? 

Mr Lever: Yes, but not an incon- 
sistency in solitude. 

Mr Davip Howe i: Will the hon. 
gentleman bear in mind, nevertheless, 
that approximately the same number 
of people are employed in the Federal 
Government of the United States in 
collecting tax from a population four 
times the size of ours, and is there not 
a lesson here for possible reductions in 
staff and increased use of mechanical 
and electronic means for assessing and 
collecting taxes? 

Mr Lever: That sort of supple- 
mentary question provides the maxi- 
mum satisfaction to the questioner and 
the minimum possibility of providing 
information to the answerer. 

Hansard, November 26th, 1968. 
Oral answers, col. 272. 


Board of Trade: Take-over Bids 


Mr Jonn Leg asked the President of 
the Board of Trade if he will make a 
statement on the conduct of take-over 
bids. 

Mr Crostanp: I am in touch with 
the Governor of the Bank of England 
about plans for strengthening the City 
Code and the Panel and the possible 
reinforcement of these measures by 
the Board of Trade. I have no state- 
ment to make at this stage. 

Hansard, December 3rd, 1958. 
Written answers, col. 422. 


Private Residences: Inland 

Revenue Inquiries 
Mr Evetyn Kinc asked the Chan- 
cellor of the Exchequer why the 
Inland Revenue is asking for details 
of cost and date of acquisition of 
, private residences, in view of the fact 
that they are exempt from the capital 
gains tax. 

Mr Harotp Lever: Because in 
certain circumstances (e.g. where it is 
let for substantial periods) a part of a 
gain on a private residence would be 
chargeable to capital gains tax. 

Hansard, December 4th, 1968. Writ- 
ten answers, col. 502. 
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CERTIFIED ACCOUNTANTS’ LODGE 
Installation Meeting 


The installation meeting of the Certi- 
fied Accountants’ Lodge was held on 
December 2nd at Ccionial House, 
Mincing Lane, London EC3. The 
Worshipful Master, W. Bro. K. H. 
Bickmore, installed his successor, W. 
Bro. H. A. P. Miller, who appointed 
the following officers for 1968-69: 

W. Bro. W. Rapson, S.W.; Bro. 
A. W. Nelson, 7.W.; W. Bro. J. P. 
Shaw, p.P.c.st.s.(Herts), Chaplain; 
W. Bro. G. L. Barker, P.P.A.G.D.C. 
(Yorkshire N. & E. Ridings), Treasurer; 
W. Bro. C. R. M. Davidson, Secretary; 
W. Bro. John P. Landau, P.G.ST.B., 
D.C.; Bro. J. K. Shaw, S.D.; Bro. 
F. A. Gommer, 7.D.; W. Bro. R. G. L. 
Jobson, A.D.C.; W. Bro. J. H. Hills, 
L.G.R.; Almoner ; Bro. A. J. Payne, IC: 
Bros. R. A. V. Billings, L. J. Williams, 
C. A. Booth, J. Kennedy, R. E. Petty, 
Stewards; W. Bro. A. J. Courtney, 
L.G.R., Tyler. A 

The address of the Secretary of the 
Lodge is § The Chenies, Petts Wood, 
Kent. 


ASSOCIATION. OF LECTURERS 


IN ACCOUNTANCY 
One-day Conference 


‘Some recent developments in account- 
ing: management and economic as- 
pects’ will be the theme of a one-day 
joint conference sponsored by The 
Association of Lecturers in Account- 
ancy and The Department of Ac- 
counting of The London School of 
Economics, to be held at The London 
School of Economics, Houghton Street, 
Aldwych, London WC, on Saturday, 
January 11th. 

The object of-the conference will be 
to provide an opportunity for an 
exchange of views between members of 
the Association and university teachers. 
It should be of particular interest to 
those engaged in the teaching and/or 
development of degree courses. 

Short talks to serve as bases for 
discussion will be given by the 
following members of the LSE staff: 
“Teaching accounting theory: an ex- 
ample — depreciation’, by Professor 
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London 


EC3 
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W. T. Baxter, B.COM., C.A., J.DIP.M.A.; 
“Some recent developments in standard 
costing and budgetary control’, by 
Mr M. Bromwich, a.c.w.a.; ‘Simula- 
tion in accounting’, by Mr J. Flower, 
B.SC.(ECON.), A.C.A., and “The place of 
degrees in accounting education’, by 
Professor H. C. Edey, B.COM., F.C.A. 

The conference fee is £2 5s which - 
includes lunch and refreshments, and 
application forms are available from 
Mr J. S. Knight, B.SC.(ECON.), F.C. W.A., 
J-DIP.M.A., North Western Polytechnic, 
Ladbroke House, 64 Highbury Grove, 
London Ns. 


THE INSTITUTE OF INTERNAL 
AUDITORS 


London Chapter 


The President of The Institute of 
Cost and Works Accountants, Mr R. 
Glendinning, M.A., C.A., F.C.W.A., whois 
accountant-general of the British Rail- 
ways Board, will speak on ‘Accounting 
developments in British Railways — 
internal audit’, at the next luncheon 
meeting of the London Chapter of 
The Institute of Internal Auditors to 
be held at 12.30 p.m. on January 8th, 
at the Rembrandt Hotel, Thurloe 
Place, London SW7. 

Readers wishing to attend the 
luncheon should contact the secretary 
of the Chapter, Mr R. P. .Wylde, 
F.C.A., Iraq Petroleum Co Ltd, 33 
Cavendish Square, London Wr. 


INTERNATIONAL FISCAL 
ASSOCIATION 


British Branch 


The work of the fiscal committee of 
the OECD with reference to its draft 
double taxation conventions will be 
dealt with by Mr J. Gilmer, head of 
the taxation and competition division, 
directorate for financial affairs, OECD, 
at the next meeting of the British 
Branch of the International Fiscal 
Association to be held on January zer, 
Further particulars regarding the 
work of the Association and the 
activities of the British Branch are 
available from the secretary, 6 St 
James’s Square, London SW1. 
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GREETINGS 


' We extend our good wishes for 
Christmas and the New Year to alf 
our readers both at home and 
abroad. 
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Industry and Government 


JE announcement of the eminently satisfactory visible trade 
figures for November coincided with a comment by Sir 
R chard Powell, G.C.B., K.B.E., C.M.G., in the course of his Sir 
George Earle Memorial Lecture on ‘Industry and Government’, 
tc the effect that once we had Britain’s visible trade ‘figures in 
teir proper context, [we] would be less likely to take so manic- 
depressive a view of the state of our visible exports and imports...’ 
For Sir Richard the proper context would be to publish these 
fizures quarterly, together with the balance of payments figures 


o- which they form an integral part. 


Most informed observers would agree with these observations 
baut on some of the other issues discussed in this interesting lecture 
the same degree of unanimity might not be achieved. For example, 
Sir Richard is concerned with the inflationary consequences of 
seeking to maintain a boom level of employment. It is his opinion 
that only by moderating the requirements in this respect is 
Britain likely to enjoy adequate economic growth and a satisfactory 
balance of payments position. In this respect Sir Richard shares 


the views of Sir William Armstrong, the new head of the Civil 


Service, who expressed somewhat similar views in his recent 
Stamp Memorial Lecture. 

The Government’s task of regulating the economy would, in 
Sar Richard’s opinion, be greatly eased if fuller and more up- 
to-date information were continuously available to it. He con- 
fessed that twice in his experience as Permanent Secretary at the 
Board of Trade, restrictive policies had been imposed at a time — 
as later information revealed — when the economy was already 


‘contracting. He hopedithat the new Business Statistics Office, 


with the assistance and co-operation of industry, would avoid a 
recurrence of this type of forecasting error. 

In the fiscal field Sir Richard shares the view of many who are 
concerned about the weakness of the present tax system for 
regulating private sector expenditure. In his opinion “some form 
oC sales tax or value added tax’ which could be moderately varied, 
would be more effective. A major criticism of an added value type 
tex would be the costs of collection and administration, and there- 
fore it is pertinent that Sir Richard concludes that ‘the additional 
costs of administration . . . would be well worth paying in order 
to have a real regulator’. 

In common with present-day liberal opinion Sir Richard 
accepts the increasing intervention of the Government, not merely 
in the economy but also into the affairs of the company. He 
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observes that ‘the concept of the company as something 
owned by its shareholders and accountable solely to 
them is becoming outmoded’. 

In his ‘opinion, rationalization of industry ‘is 
necessary if we are to rid ourselves of the handicaps 
we suffer from having too fragmented an industrial 
structure and too many weak firms’. He recognizes the 
need to protect consumer interests and the oppressive 
use of economic power which might emerge, but feels 
that the Monopolies Commission could review pro- 
posals for mergers even if they were made by the 
Industrial Reorganization Corporation. 

‘While recognizing the desirability of ensuring that 
industry should exercise its economic power effectively 
and with freedom from. excessive intervention, Sir 
Richard is concerned that it should also be called upon 
publicly to justify its policies. In his opinion it is not 
unreasonable that industry should have to accept, as 
the price of the-ability.to exercise economic dominance, 
the risk that it may be called upon to justify publicly 
the use it makes of it. 

Whatever views one may hold on the role.of Govern- 
ment in the economy, the fact remains that a sub- 
stantial measure. of Government intervention in 
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industrial affairs is inevitable. The only question 
that really matters is how that power should be 
exercised. 

Sir Richard considers that effective regulation of 
economic and industrial affairs could be better achieved 
by the creation of three departments. The first would 
be a Ministry of Economics and Finance responsible 
for the general management of the economy including 
public sector expenditure. A second department would 
be concerned with trade and industry, in particular 
problems of industrial location and overseas trade, 
while a third department would deal with much the 
same area as that covered by the present Department 
of Employment and Productivity. 

The reflections of an eminent public servant on 
matters which are vital to the welfare of the nation are 
always. of interest. What is disturbing, however, is that 
there is no forum which provides the opportunity for a 
continuing exchange of ideas on such key issues. The 
plain fact of the matter is that the present situation in 
the field of economic and industrial policy is too much 
the product of ad hoc expedients dictated by the 
necessity of the moment and too little the product of 


‘long-range thinking. 


Partnership in Revenue Responsibilities 


E Fulton Report on the Civil Service observed 
that Civil Servants time is mostly taken up in 
operating policies embodied in existing legislation and 
in implementing governmental policy decisions. Some 
of this work involves the Civil Service in complex 
relationships with other bodies which are partners in 
the execution of Government policy and are directly 
affected by it. The report makes the point that this 
work calls for practical judgement and negotiating 
skill, together with a thorough knowledge of the prob- 
lems and interests of the bodies concerned (Cmnd 
3638, paragraphs 28 and 29). 

We are confident that these qualities will- continue 
to be displayed by Sir Arnold France, K.C.B., in dis- 
charging his recently assumed functions as Chairman 
of the Board of Inland Revenue. An earnest of the 
assistance he may expect to derive from the account- 
ancy profession appears in the memorandum repro- 
duced elsewhere in this issue. Some points are new and 
others take up themes previously discussed with the 
Board (see The Accountant, August 24th last). The 
latest memorandum comes hard on the heels of the 
recent submission to the Chancellor (The Accountant, 
November 16th). 

Inevitably the problems of groups of companies are 


well to the fore and their complexity renders it appro- 
priate that accountants should take the lead in un- 
ravelling avoidable difficulties. Among the more general 
points a particular welcome is due to the proposed 
revision of limits expressed in monetary terms, with 
timely reference to the expenses rule for employees. 

One matter which has long been an irritation and 
inconvenience concerns the artificial segregation of 
professional earnings derived from a salaried appoint- 
ment. It often happens that a practitioner is required 
to hold office as auditor or otherwise in an individual 
capacity, although the implementation of his duties is 
closely bound up with his practice whose resources he 
may call to his aid. The memorandum illustrates the 
illogicalities of attempting to assign a Schedule E 
character to receipts which are an integral part of a 
profession carried on in partnership. 

It is gratifying to note that many of the points pre- 
viously raised by the allied accountancy bodies have 
been satisfactorily dealt with. Perhaps at a later stage a 
conjoint committee representative of the profession and 
the Revenue could assist in deriving general principles 
from instances such as those publicized in the memo- 
randum and in time could issue advance rulings as to 
the incidence of taxation in particular circumstances. 
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Current 
Affairs 


Getting the Facts Rights 


OT surprisingly last wees’s gafe in The Times 
Business News has been viewed with considerable 
disdleasure in official quarters of The Institute of 
Chartered Accountants in England ard Wales, For 
tne President and Council members who have been 
working virtually at full stretch to convince members 
of the Institute of the validity.and advantages of the 
‘fucure plans’ scheme, it must have been discouraging, 
to say the least, to read in Business News on Monday 
week that ‘officials of the senior body, The Institute of 
Chartered Accountants, feel that the qualification of 
tne members of the two other bodies would tend to 
creg down-any such merged group to the lowest 
common denominator’. 

Small wonder, therefore, that Mr Robert McNeil, 
F.c.A., as one of the team of Council mambers who have 
been indefatigably touring the country, propounding 
and explaining the scheme at local members’ meetings, 
shculd feel impelled, in a letter published elsewhere in 
this issue, to protest in trenchant terms against the in- 
accurate report in Business News. 

Nor was the later, somewhat half-hearted, ‘correc- 
Cou in Business News enhanced by the reference to 
Institute of Certified Accountants. It is, or should be, 
cne of the tenets of reporting that at least one gets the 
facts right. ` 


Tax Avoidance 


NI O clause in any Finance Bill gains an easier passage 
through the House of Commons than one designed 
to counter avoidance. The growth of anti-avoidance 
ləgislation has matched the growth in the demands 
from the taxpayer. It is the product of the extraordinarily 
high rates of tax on income and of estate duty which 
are designed not to raise additional revenue — for in 
fact, the revenue they produce is negligible — but to 
satisfy a particular political or social objective. 

‘The problem with anti-avoidance ‘egislation is that 
it becomes increasingly complex as each year new 
sections are introduced to counter loopholes found in 
earlier years by ingenious taxpayers and their advisers. 
It is hardly surprising that where certain types of tax 
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avoidance, such as dividend-stripping, have become 
virtually impossible to prevent, the Government has 
resorted to blanket-type provisions such as the 
notorious section 28 of the Finance Act 1960. By 
virtue of such sections the Revenue are, in effect, made 
judges in their own cause, and these developments 
constitute a fundamental departure from the rule of 
law. 

Such is the burden of Mr Arthur Shenfield’s new 
paper just published by the Institute of Economic 
Affairs under the title, The Political Economy of Tax 
Avotdance (4s 6d). Mr Shenfield views the situation not 
so much from the point of view of an economist as of a 
lawyer, and he is critical more of the methods used by ` 
the Government than of the avoidance itself. In his 
opinion, avoidance is significant only under a régime 
of a high taxing, high spending State. He contends 
that ‘there is no reason to believe that the divergence 
caused by the avoidance of tax has a more distorting 
effect on business activity than that caused by taxation’, 
and goes on to conclude ‘there are circumstances in 
which avoidance obviously mitigates the distorting 
effect of taxation’. 

No one — least of all members of the accountancy 
profession, who have a clear insight into recent fiscal 
developments and their consequences — would dispute 
the main burden of Mr Shenfield’s paper. It is not a 
popular cause which he is pleading and to this extent 
he and the IEA deserve credit for putting what may be 
described as the ‘other point of view’. : 


Professional Fees Not Subject toa Trust 


CASE of considerable interest to all professional 

people was decided last week by the Court of 
Appeal in Carl Zeiss Stiftung v. Herbert Smith & Co 
and Another. The Stiftung is an East German establish- 
ment claiming to be the original Zeiss foundation in 
Jena. Messrs Herbert Smith & Co were solicitors 
acting for a foundation with a similar name in West 
Germany. 

The Stiftung had already commenced an action 
against the West German foundation claiming, inter 
alia, that the latter foundation held its property in trust 
for the Stiftung, and Messrs Herbert Smith & Co had 
received from the West German foundation various 
moneys on account of fees, costs and disbursements 
incurred in their professional capacity as the defend- 
ant’s solicitor in the main action. The Stiftung now 
claimed that the solicitors, in the course of acting for 
that foundation, had received money from it which 
those solicitors knew were subject to the Stiftung’s 
claims. The Stiftung therefore claimed an account of 
all those moneys. 

The solicitors admitted receipt of the money and 
that they knew of the Stiftung’s claim but denied 
liability to account. It was held by Mr Justice 
Pennycuick that even if it proved that the moneys were 
trust moneys belonging to the Stiftung, nevertheless as 
long as the solicitors acted honestly on behalf of the 
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West German foundation (as they had, of course, done) 
then they could not be held to have notice of a con- 
structive trust of the moneys they received. 


Chartered Secretaries Urged to Rtg 
Take-over Code 


CALL to chartered secretaries to ‘absorb the 

principles’ of the City take-over code and do all 
in their power to assist the Panel in its administration, 
was made in Guildhall last week by Mr G. N. Gabell, 
President of The Chartered Institute of Secretaries. 

Speaking on Tuesday at the Institute’s annual 
dinner, before leading members cf the City and Cor- 
poration, he said: “This kind of self-discipline in the 
ever-changing circumstances of take-overs and mergers 
is so much better than a set of statutory or official 
regulations’. 

He continued: ‘I urge the members of our Institute 
to do all in their power to ensure that the spirit as well 
as the letter of that code is observed by the companies 
they represent’. 

Presenting the report of the Council, at the annual 
general meeting of the Institute earlier in the day, Mr 
Gabell said that the Council had received the report of 
the Policy Review Group. The Institute was on the 
threshold of great developments and the decisions they 
would be taking in the coming months were likely to 
have a profound and significant effect upon the whole 
future of the Institute in all its aspects. 

One important aspect of future policy concerned the 
possibility of merger with the Corporation of Secre- 
taries. Discussions between the Councils of the two 
bodies had proceeded quickly anc cordially, and con- 
clusions provisionally agreed were being submitted to 
their respective memberships. 

The Council of the Institute, for its part, was con- 

vinced there were important long-term advantages in 
closing the ranks of the secretarial profession and the 
‘creation of a single world-wide family of chartered 
secretaries’. Mr Gabell did not dismiss the transitional 
difficulties but he felt that any such difficulties were 
more than off-set by the long-term advantages. 

Mr Gabell is being succeeded in office as President 
of The Chartered Institute of Secretaries by Mr 
Robert Knight, ¥F.c.1.s., financial director of the 
Bowater Organization. 


Planning Muddle 


N the last eighteen years the Kent County Council, 

as a planning authority, has been attaching to its 
planning permissions a condition which the Court of 
Appeal has now held to be void. The condition pro- 
vided that the permission ‘shall cease to have effect’ 
after three years unless the authority, having received 
detailed plans from the developer, had approved them 
and notified their approval to the developers within 
three years. 

In Kingsway Investments (Kent) Lid v. Kent County 
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Council and Kenworthy v. Kent County Council, the 
developers appealed to the Court of Appeal from the 
decision of Mr Justice Lyell that because the condition 
as to time in outline planning permission granted in 
1952 and 1953 was void, the whole permission ceased 
to exist. The Council cross-appealed in both cases 
claiming that the condition was valid. 

Giving judgment in a majority decision for the 
developers on both appeals, Lord Justice Davies said 
(according to The Times of December r1th) that the 
condition was in such a form that permission might 
lapse without any default on the applicant’s part. Such 
a condition was unreasonable and bad. It meant that, 
in effect, the planning authority were taking away with 
one hand that which they had purported to grant with 
the other and were thus evading the revocation 
procedure. 

But the fact that the condition was bad did not make 
the permission invalid. The condition did not relate to 
and was unimportant to, the actual development, 
though it might well have been administratively con- 
venient. It followed that the outline permission was 
validly granted and still subsisted and that accordingly 
the applicants were entitled to declarations to that 
effect. Lord Justice Winn concurred. The Council 
obtained leave to appeal to the House of Lords. 

If the decision stands it will mean that the planning 
authority will not be able to revoke the permissions 
without paying compensation. This situation adds a 
new complication to the many existing difficulties 
about the proper valuation of land. 


Money Which? 


T sécond issue of Money Which? covers several 
topics of interest to the average householder. The 
first and most thorough piece is devoted to the subject 
of loans for house purchase. The pros and cons of the 
three main lenders — building societies, local authorities, 
and life assurance companies — are compared. In addi- 
tion to the discussion of borrowing costs at various 
levels of income so as to bring out the importance of 
tax relief, the article discusses the advantages of each 
lender in relation to the type of property to be pur- 
chased. This is the sort of useful exercise which the 
vast majority of house purchasers have neither the 
expertise nor even the time to carry out for themselves. 
Even those who pride themselves on their awareness 
of such facts may find the numerous illustrations useful 
for reference purposes. 

' Since this is the time when many people are con- 
templating their summer holidays, there is a useful 
summary of the foreign travel allowance provisions 
together with a promise of a further article in time for 
summer explaining how to make the most of the allow- 
ance. Many women, particularly those gainfully occu- 
pied, will find the article on the true cost of help in the 
home especially valuable. It draws attention in par- 
ticular to the rather complex requirements relating to 
National Insurance and SET, although one suspects 


THE 
December 21st, 1968 


many domestic employers of part-time labour choose 
to overlook such unpleasant matters. 

Some sensible advice is provided on how to borrow 
from the bank and, while every individual applicant 
constitutes a different case, the basic paints are clearly 
made. Accountants will be interested in a sho-t piece 
entitled ‘Popular tax fallacy No. 3’, discussing the 
treatment of married couples. 


Housing for Rent 


Bo has a larger proportion cf its dwellings 
in public ownership than any other Western 
European country. Well over half the new dwellings 
since the war have been built by local autaiorities, 
which now own over 30 per cent of the nation’s homes. 

Stating these basic facts in a new research mono- 
graph from the Institute of Economic Affairs entitled 
The Cost of Council Housing (7s 6d), M- Hamish Grey 
asks whether there is a case for continuec. local aathority 
house building to increase the supply of. new houses. 
He comments on the Government’s White Paper which 
argued that the experience of recent years hac clearly 
demonstrated that ‘the shortage of rented accommoda- 
tion would not be overcome by a revival of private 
landlordism’. No doubt this is perfectly true but, as he 
states, since the private landlord has been ‘legislated 
or scared out of housing by half a century of rent 
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control, subsidized public competition, fiscal discrimi- 
nation, uncertainty and political dogma, it is not sur- 
prising that the public accepted the White Paper 
argument’. 

In common with Mr Grey, the Association of Land 
and Property Owners take the view in a new pamphlet, 
Homes to Rent (3s 6d) that, unless the private landlord 
is encouraged to co-operate in the provision of housing 
accommodation, there is no likelihood that the present 
shortage of housing in the conurbations will be relieved. 
Despite the fact that there are approximately 18 
million homes available, there is already a shortfall of 
goo,ooo. Against an existing building programme of . 
400,000-500,000 dwellings a year, there must be set 
an annual loss of 100,000 dwellings due to slum clear- 
ance and demolition. At existing building rates, it is 
estimated that it will take a further decade to meet the 
expected demand. 

It is ‘this erosion of confidence among private 
investors and developers’ which has resulted ‘in a total 
failure to take advantage of the vast institutional and 
private financial resources which could have been 
deployed in providing homes to rent’. Such is the con- 
clusion of the Association of Land and Property 
Owners study group and unless a free market with the 
elimination of tax discrimination and rent controls is 
introduced, there is little early prospect that the 
supply of homes to rent will reach the required level. 


In a Time of Perplexity 


by a member of the Accountants’ Christian Fellowship 


VIE economic storms rage on an international scale, we who are concerned with the 
minutiae of life find ourselves perplexed by a more subtle crisis. On every hand, modern 


society has complicated itself into an intricacy that appears at times to be in imminent danger of 


bringing social existence to a halt throvgh sheer breakdown in the system. 
The fault lies not in a lack of ingeruity but in its superfluity. Legislative and administrative 


inventiveness seems to be outgrowing che ability of society to produce enough of those humble 
but invaluable hands which are capable of putting the demands of that inventiveness into efficient 
operation at the point where the job is actually done. 

We are told that a serious fault of modern society is to deprive the individual of meaning and 
of personal identity. Man organizes himself out of his own individual integrity. Perhaps this is why 
the reality behind the Christmas story is still so important. God became Man — an individual Man 
seeking individual men — that we who have lost ourselves might be found: that we might find 
ourselves in Him. At Christmas time we stop for a moment to think it over. When we do think it 
over we realize that we must come back t Him, for without Him life, in the last analysis, has neither 
hope nor meaning. F. R. C. 
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This is My Life 


by An industrious Accountant 


RES week before Christmas was distinguished by 
the usual hectic rush of late shoppers, harassed 
assistants, exhausted accounts department staff, and 
delighted top management. All of the latter smirked 
hugely over the endless inflow of customers’ money, 
scarcely checked by our certainly higher prices or their 
own probably even higher overdrafts, and the outflow 
of our stock-in-trade. 


Every day the managing director smiled his thin 
smile as he scanned our above-estimated sales totals. 
‘So much for our economic experts’ tales of woe’, he 
said sarcastically. 


Then on Thursday afternoon he arrived anexped: 
tedly in my office. ‘I’d like you to up-date your 1969 
forecast immediately, in the light of certain possible 
important developments’, he said, with a cryptic nod 
which was meant to be meaningful but might have 
indicated take-overs or liquidations for all I knew. 
‘Assume optimum figures and drop me a note at 
home as soon as possible. PII explain later; I’m off to 
the club dinner.’ 


It looked like a week-end’s work, I thought indig- 
nantly. Indeed, allowing for changed standards of 
living, it was reminiscent of The Christmas Carol. 
Scrooge, you may remember, after a melancholy 
dinner at a melancholy tavern on Christmas Eve, 
‘beguiled the rest of the evening with his. banker’s 
book’ before going to bed. Prior to that he had abused 


his poor clerk, Bob Cratchit, for wanting Christmas’ 


Day off and had nearly stopped half-a-crown from his 
week’s pay of fifteen shillings. 


still, the up-dating of the October forecast might 
prove interesting. There were better turnover ratios, 
for example. There was a wide range of sensitivity 
variations depending on whether francs faltered further, 
dollars dropped, or sterling staggered. There was the 


likelihood of spring salary increases (freezes or ex- 


hortations notwithstanding) and higher postage, car- 
riage inwards, heating and taxation to follow. ` 


Wait, though — that approach wouldn’t do at all! 
Optimism was the prescribed keynote. I button-holed 
the sales manager and insisted on revised figures. What 
about stock: values? 


“Ye ken how it gaes with the department managers,’ 
agreed Scotty. “They aye price doon a wee parcel or 
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so in a good year to cushion themselves against trouble 
in a puir one. Say we turn oor stock eight times and 
they reserve a percentage every stock-taking ... how 
much? Who can tell? Say half as much as you’d been 
figuring!” 

The next target was the credit controller who'd 
gloomily predicted a record bad debts charge. ‘He 
always prophesies far more than we in fact suffer, 
which gives him an annual opportunity to swagger 
about his excellent showing. “Well, perhaps I’ve been 
somewhat over-conservative,’ he admitted reluctantly. 
‘Cut it down if you insist, but less than 1 per cent of 
turnover is ridiculous!’ 


Then Scctty put his head round the door to say 
that we might push up his last sales estimate by 
another 14 per cent and the gross mark-up by $ per 
cent if it was a’ that important; but he wouldna’ 
be bound to it. Mony a mickle makes a muckle, 
ye ken! The additional credits commenced to look 
sizeable. 


By the time the ‘project engineer, under some 
pressure admittedly, had consented to knock £40,000 
off his over-stuffed building contingency budget and 
had, moreover, admitted that construction would 
probably commence four months or so- later than 
anticipated, the overdraft interest didn’t seem to loom 
up so exorbitantly. 


In fact what with an optimistic d E of van 
delivery charges here and maintenance-of-buildings 


costs there, as well as reduced pension fund contri- 


butions follcwing actuarial revaluation, the new profit. 
and loss account looked remarkably different. Yet its 
validity was based on judgements as reliable as those of 
two months ago. The difference lay only in the 
diminished degree of pessimism and the unknown 
reason why adjusted results were wanted. 


It seemed necessary to explain in my covering note 
to the managing director that the compilers of the 
original forecast were not aspersed merely by the 
introduction of the revised draft. After all, there was a 
comparable example in the AEI results last. summer. 
Careful phrasing was essential . . . in my Christmas 
mood of good-humour the best plan to help the director 
in his problem seemed for a moment to lie in Margaret’ S 
song in Ruddigore: 


‘I should show you ina minute how to grapple with 
the question, 


And rou d really be astonished at the force of my 
suggestion. 


On the subject I shall write you a most valuable 
letter, 


Full of excellent EES when I feel e a little 
d SES 


But then, Margaret was mad. Better not behave like- 
wise — even at Christmas! 
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But is it Ethical? 


7.. Inconsistent and ` ` 
Inadmissible Activities 


CONTRIBUTED 


This series of articles is based oa the author's under- 
standing of the usages of the profession as a waole and 
does not relate exclusively to any particular proressional 
body. The opinions expressed are those of the author, 
and wouid not necessarily be endcrsed Ly the governing 
bodies of the profession in a sartcular case. 


HERE was a well-known racio personality of the 
war years who invariably prefaced his contributions 
to a panel discussion with the words ‘It all depends 
what you mean by ...’: this being, of ceurse, a 
colloquial paraphrase of the legal dictum that ‘what is 
reasonabie in any particular cese must depend upon the 
facts of that case’. So far as accountants are concerned 
there appears to be no firm and incontrovertible 
definition of an ‘inconsistent’ business. 
The pioneers of the organized profession in =ngland 
and Wales sought to lay down — 


‘such rules . . . as would prevent public accountents from 
mixing the pursuit of any other business with the dis- 
charge of the higher duties devolving on them as public 
accountants and as would put en end to the practice 
which kas been much objected to of the division 3f profits 


with persons in other profess:ons or callings in the form `. 


of commission or the like’. (From the preamb e to the 
Original Royal Charter of The Institute of Chartered 
Accountants in England and Walzs, May 11th, 1880.) 


What inspired them to make this provision can now be 

deduced only from the words used, anc it seers likely 
that they may have had more than one reason in mind, 
including the following: 


(x) First, let us hope, a proper pride in the job. Iti is 
quite clear from the choice of lang guege that 
these pioneers expected the accountant’s practice 
to have'the first call upon his abilities and doubted 

' whether he could give his clients an alequate 


Previous articles in this series have appeecred as follows. ‘Dn Fees’, 
R August 10th issue; ‘On Gaining and losing Clients’, Avgust 31st 
issue; “On Publicity’, September 21st issue; {On - Consultancy’ : 
October 12th issue; ‘Civil and Criminal Jffences’, November 2nd 
issue;'*The Accountant not in Practice’, ‘November. 30th issue. 
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service if he were to be diverted — possibly from 
"motives of personal profit — in other directions. 
Particularly in a time of rapid economic expan- 
- sion this may be no bad philosophy: indeed, if 
it were justified in the 1880s, how much more so 
today! 


(2) Secondly, prestige. This may have mattered more 
in Queen Victoria’s time than in the present but 
even in this: philistine age there are one or two 
things that are ‘not done’. A satisfactory pro- 
fessional’ relationship postulates the complete 

. confidence of the client in the practitioner and 
this confidence is best served when the profes- 
sional man is not too closely identified with the ` 
ordinary things of life. This may sound illogical 
but it is true; one would hardly expect to find, for 
example, a doctor or a solicitor who also had an 
active interest in a shop or a public house. Nor 
has the experience of the Church in the appoint- 
ment of ‘worker-priests’ been an entirely happy 
one. 


_ (3) Thirdly, the importance of restraining unfair 
competition, Accountancy as an organized pro- 
fession has always set its face against self- 
advertisement by individual practitioners and 
one well-recognized method of ‘bending’ the 
rules by a minority has been to engage in ‘fringe’ 
activities ‘which, it is hoped, will attract the 
notice of persons who are in a position also to 
introduce accountancy work. The difficulty of 
obtaining evidence of intention in such cases does 
not mean that these activities are any the less 
undesirable and the pioneers were no doubt wise 
according to their lights in seeking to anticipate 
the difficulty. 


(4) And lastly, but not by any means the least, the 
preservation of professional objectivity and 
independence. The mention of ‘other business’ 
in the same breath as ‘the division of profits with 
persons in other callings’ may well be significant 
rather than coincidental and the mind follows 
naturally from one to the other. As has already 
been mentioned in the first article of this series 
(August roth issue), it is inappropriate for a 

_ professional man to have a direct financial 
interest in the outcome of his advice. 


Pharmaceutical Society case . 


The right of a professional society to restrain its mem- 
bers from combining other activities with the pursuit 
of their profession was successfully challenged in 
Pharmaceutical Society of Great Britain v. Dickson 
([1968] 2 All E.R. 686, HL: sub nom. Dickson v. 
Pharmaceutical Society of Great Britain, at [1967] 2 All 
E.R. 558, C.A.). The Society had sought to impose a 
rule of ethical conduct which would have prohibited 
(a) new pharmacies from ‘dealing (except.by leave of 
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the Council) in other than ‘pharmaceutical goods’ — 
medicines, appliances, and sickroom requisites gener- 
ally — and ‘traditional goods’ — toiletries, cosmetics and 
photographic supplies; and (5) existing pharmacies 
from extending their range of ‘non-traditional goods’ — 
greetings cards, novelties, gramophone records and 
other articles — beyond those at present stocked. 

The original plaintiff, a registered pharmacist and a 
director of Boots Pure Drug Co Ltd, sought and 


obtained an injunction to restrain the Pharmaceutical 


Society from acting on the rule as being ultra vires the 
‘Society and an unreasonable restraint of trade. 

It is submitted that this decision should not be 
interpreted to mean that no professional society may 
henceforward restrain its members from conducting 
what is conceived to be an inconsistent business; 
indeed, Lord Denning, M.R., recognized in the course 
of his reserved judgment in the Court of Appeal ([1967] 
2 All E.R. 566) that it may be reasonable for some 
professions other than pharmacy to have a rule pro- 
hibiting members from carrying on a trade. 

Unlike accountancy, pharmacy is a ‘closed’ pro- 
fession in which all registered pharmacists are required 
by law to be members of the Pharmaceutical Society ; 
moreover, it appears to have been at least tacitly 
recognized throughout the Society’s existence that in 
the large majority of cases pharmacy alone (as confined 
to dispensing of medicines and the supply of sickroom 
requisites) is not an economically viable proposition, so 
that pharmacists have been obliged to trade — at least 
in the ‘traditional’ goods — in order to live. The case 
did, however, quite clearly establish that professional 
bodies are not outside the general doctrine of restraint 
of trade, so that if a restraint can be shown to exist and 
is challenged, the onus is upon the party seeking to 
enforce it to show that it is reasonable. 


Limited companies 


The case of Lloyd v. The Institute of Chartered Account- 
ants (The Times, October 11th, 1961), and the proceed- 
ings of the Disciplinary and Appeal Committees of The 
Institute of Chartered Accountants in England and 
Wales, reported on pages 852~853 of The Accountant, 
June 15th, 1968, would appear to indicate that account- 
_ ants should not participate in limited companies which 
offer services of a nature performed by public ac- 
countants, particularly if these services are advertised 
directly to the public at large. There is, however, some 
evidence of a relaxation of this rule where the provision 
of accountancy services is only subsidiary and incidental 
to the main business of the company, so that a member 
holding a directorship or executive position with, say, 
a bank would not be vulnerable to ethical complaint 
by reason only of the fact that a tax advisory service 
was provided in addition to the principal activity of 
banking. l 

There appears to be no restriction on practising 
accountants engaging, through limited companies, in 
such activities as insurance broking, hire-purchase, 
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investment and finance companies, or tuition for ` 
professional examinations — provided always that the 
business of the company is not conducted in an un- 
desirable manner and is not used as a means of 
attracting accountancy work to the practice ~ a possible 
reason being that services of this kind do not normally 
involve the acceptance of personal responsibility of the 
kind associated with professional practice. Any 
imputation of unfair competition in regard to such 
activities would, of course, be more readily refuted if 
the company in question operated from a different 
address from that of the practice. | 

One occasionally hears of ‘fringe’ money-lending 
companies who make it a condition of their advance 
that the borrower’s accounts are audited by an ac- 
countant nominated by the money-lender. It need only 
be said here that it would be wholly inappropriate for 
a practising accountant to hold a money-lender’s 
licence and that a member of any reputable society of 
accountants who was knowingly a party to such an 
arrangement would stand in well-deserved peril of 
disciplinary proceedings. 


Accountants not in practice 


Generally, an accountant not in practice is free to 
associate himself with any lawful enterprise, including, 
for example, the business of an auctioneer, stockbroker 
or estate agent, all of which have in the past been ruled 
undesirable adjuncts to an accountancy practice. Where 
his name appears on the letterhead (as for instance in 
the capacity of a partner or director of the business) he 
may append the designatory initials or description to 
which he is entitled, but he is not obliged to do so and 
would be vulnerable to ethical complaint if it appeared 
that his services were available for the purpose of 
enabling the business to offer accountancy work to the 
public in any manner not open to an accountant in 
practice. | 

There is also the point that the use of a professional 
accountancy designation on letterheads will be inter- 
preted by the public — and may be intended to be so 
interpreted — as an indication that the business is 
soundly and properly conducted, so that a member of 
any recognized society of accountants would be well 
advised to satisfy himself of this before agreeing to the 
use of his name. 

Trade associations in various forms are in some 
respects a particular area of difficulty. There is nothing 
initially to prevent an accountant, whether otherwise in 
practice or not, from acting as an officer of a trade 
association; but such an appointment does not create a 
practitioner and client relationship with individual 
members of the association and the accountant would 
be vulnerable to complaint if he were seen to be using 
his appointment as a means of attracting professional 
business to himself from such members. 

Some trade associations offer accountancy and taxa- 
tion services to their own members on favourable terms, 
and if an accountant is employed or retained by an 
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association for such a purpose it is of primary import- 
ance, first, that the advice should be given in the name 
of the association and not of the accountant, and 


secondly, that his professionel designation should not. 


appear on the letterhead. Subject to these consider- 
ations, the official attitude is today perhaps less un- 
compromising than was expressed in a letter to The 
Accountant from the (then) Secretary of The Institute 
of Chartered Accountants in England and Wales on 
March 17th, 1956, although on that occasion the 
expressed intention of undercutting practitioners’ fees 
(a professional misdemeanout in itself) was no doubt a 
contributory factor. 


Solicitors and accountants 


The recent statement by the Council of The Institute 
of Chartered Accountants in England and Wales on 
‘Unlawful acts by clients of members’ and the sub- 
sequent letter from the Secretary (The Accountant, 
November 16th and 30th, 1q68) have focused some 
attention on the delicate relationship between account- 
ancy and the law. At present there appears. to be no 
legal or ethical objection to a member of any recognized 
society of accountants also qualifying as a solicitor or 
barrister, provided that he does not simultaneously 
practise in both professions — though to regard, say, a 
practising solicitor who happens also to hold an 
accounting qualification as an ‘accountent not in 
practice’ is perhaps rather a nice point. 

Solicitors, in their capacity as officers of the Supreme 
‘court, have the benefit of z statutory ‘closed shop’, 
the relevant enactment now being the Solicitors Act 
1957. By section 20 of this Act it is en offence for any 
cther person in expectation of reward to draw or 
prepare any instrument (other than an instrument 
under hand only) relating to real or personal property ; 
and it has been suggested that an acccuntant with an 
insolvency practice may be cammitting a breach of this 
section if he assists or participates ir. the execution 
under seal of a standard form əf ‘Deed of Arrangement’ 
between an insolvent debtor and his creditors, without 
the intervention of a solicitor. 

This, it is submitted with respect, seems to be an 
extreme view. The expression "a person wko draws or 
prepares’ surely implies some element of composition 
ch initio (particularly as the section itself contains an 
exception for a person engrossing, i.2., fair-copying, a 
cocument), requiring a more positive act of drafts- 
manship than the insertion of names and addresses into 
a standard. form purchased, no doubt, from a law 
stationer, 

In the administration of the estatzs of deceased 
persons, counsel has advised! that there is a marked 
distinction between drawing 3r preparing a document 
and supplying material upon which someone can draw 


1 Statement by the Council of The Institute of Chartered Ac- 
countants in England and Wales, The Accountant, February 2nd, 
1946: Members’ Handbook, section P5. 
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or prepare it; and that an accountant:who furnishes:a 
solicitor or an applicent in person with information for 
the preparation of documents on which to found or 
oppose a grant of probate is not thereby a person who 
‘takes instructions for or draws or prepares’ such 
documents in contravention of the. Solicitors Act. 
Where assistance leaves off and infringement begins is 
a question of fact in each case. 


Joint partnerships 


The question of joint partnerships between solicitors 
and accountants has been several times discussed. (at 
present, necessarily on a hypothetical basis) in recent 
years. In fact, when this topic was raised at a joint 
panel discussion between members of the Law Society 
and the London and District Society of Chartered 
Accountants on February 28th last, three of the four 
panel members declared themselves i in favour of the 
idea, the fourth member (an accountant) dissenting... 

The merits claimed for joint partnerships of this kind 
are, broadly, that many transactions at the present day 
involve the consideration of issues of both accountancy 
and law, so that it is potentially advantageous to both 
the client and his advisers if the necessary service can 
be provided all under the one roof. The ethics of both 
professions are comparable i in their approach to such 
fundamentals as personal publicity, undercutting, fee- 
splitting and the transfer of clients; nor is there any- 
thing to prevent a practising solicitor from employing 
an accountant, nor (although this appears to be less 
common) vice versa. 


Dissenting argument 


The dissenting argument stresses the importance. of 
professional objectivity and independence. Any ac- 
countant or solicitor who feels that his client may need 
guidance from the other profession may freely re- 
commend such a course; but if the whole transaction is 
to be ‘kept in the family’ there could arise a tendency 
towards redundant and superfluous ‘second opinions’, 
indicative of excess caution, if not outright abdication 
of responsibility, by the practitioners and additional 
expense to the client. The recognized societies of 
accountants do not encourage their members to under- ` 
take work for which they are not properly qualified; and 
if accountants could engage in joint partnership (and 
thus in sharing of professional remuneration) with 
solicitors, it would become the more difficult to restrain 
them from sharing also the profits of joint enterprise in 
other directions. | 

It is, in general, a tribute to the good sense of both 
professions that complaints of infringement on either 
side have so rarely grisen ~ although an institutional 
pamphlet which was issued in 1967 by the Law 
Society, exhorting members of the public to “See a 
Solicitor’ in regard o their tax affairs, caused some 
irritation amongst accountants. 
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Developments in Management 
Information Systems 


HE determinants of success or failure in a business lie in 

the ability of management to generate ideas and to 
select and optimize the use of resources in terms of men, 
money, materials, and machines. Management capability 
in this respect will be influenced to a large extent by the 
degree and quality of the available information on which to 
base its decisions, 

Information itself can be regarded as one of the key 
resources- of a business. The lack of it will seriously 
diminish the capacity of management to obtain the 
optimum utilization of resources. The freeing of manage- 
ment from the constraints of information requirements will 
enable them to concentrate attention more fully and to 
better purpose on the way in which resources are used. In 
the long run, information is the ingredient by. which 
management can forecast the trend of future events and 
adjust the activities of the business to changes in the 
environment. within which it operates. 

Recognition of the importance of this topic was accorded 
in European Business (April 1968), which focused attention 
upon the informational activities of the business and in 
particular‘upon management information systems, by the 
publication of a group of articles by eminent authors. 
They are summarized briefly in the following paragraphs. 


What can we do with management information 
systems ? 


Mr Claude Henrion, Director of Management Services, 
Perkins S.A., defined the goal of a management information 
service (MIS) as". . to apply at all management levels the 
elements necessary for decision-making arranged in the 
order that makes them most conveniently available’. 
_ he use of the word ‘integration’ has largely been centred 
around aspects of integrating data processing systems. In 
the future it is more likely to be used in terms of the 
integration of company management. The ultimate aim 
of any data processing system must be to convert the data 
into a structured information system that provides for the 
needs of automatic decision-making at most levels. 

This does not mean that the intuitive, subjectively 
guided decision-making process will be replaced by rigid 
intangible rules. While this may be true of some routine 
decisions, the MIS should be structured to supply man- 
agement with the elements required for decision-making 
and a guide as to the way in which those elements are 
combined to determine the outcome of a particular decision. 
The final decision will still rest upon a management assess- 
ment of all the facts related to the problem. An integral 
part of this process lies in the development of business 
models based upon sophisticated operational research 
techniques. 


Management problems in implementing MIS 


Manfred H. Wachter, Head of Operations Research 
Department, Arthur D. Little, Brussels, examined the 


problems involved in implementing a system at three 
levels: 


(a) strategic planning level; 
(b) management control level; 
(c) operational control level. 


The characteristics of the information GN of 
strategic planning are that primarily they are ad hoc 
requirements garnered specifically for the problem in 
hand. They deal extensively with the environment as well 
as the business itself, and are often predictive or futuristic. 

Management control.information is essentially internal 
and historic, being geared to reporting activities as they 
occur. The limited forecasting requirements are mostly 
short-term and are associated with setting specific budgets 
or targets. 

Operational control information is specific to particular 
requirements and usually follows well-defined routines to 
ensure that specific tasks are performed within prescribed 
parameters. 

The implementation of the system must be reduced to 
digestible segments and follow a pattern similar to the 
following: 


(a) Where to start — where there can be a major pay-off for 
the work performed. 

(b) Involve top management — starting with top manage- 
ment, ascertain the nature and purpose of questions 
asked of the information system by progressively 
lower echelons of management. 

(c) Define the information necessary for each respon- 
sibility area. 

(d) Although conceptually the development of a MIS 
starts at the top, its implementation should start at 
the bottom and be built up brick by brick. 

(e) A pattern must be set to avoid as far as possible human 
problems. The information system developed may 
require a restructuring of control areas and man- 
agerial behaviour. In the end, however, the system 
must operate through people. 


Visual display systems and management 
problem solving 


Michael S. S. Morton, Assistant Professor, Sloane School 
of Management, Massachusetts Institute of Technology, 
described how in the past the computer had been con- 
sidered as a machine, the appetite of which required data 
to be pre-assembled and then subjected to well-defined 
processing routines. The development of remote terminals, 
telecommunication links, and time-sharing computers, 


however, has begun to add a new dimension to computer 


use. If a manager has a problem that needs solving he is 
not faced with having a program prepared for him and 
then waiting until computer time is available in between 
the routine data processing jobs. 

Via the desk terminal linked to’ a remote computer 
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which serves many clients, he can select from a range of 
programs the one that is pertinent to his problem; or if 
the problem is unique, he can build up his own program 
by means of a ‘dialogue’ with the comptter. The latter can 
now begin to be thought of as an extension of the thinking 
process of the manager himself. 

To add to the computer’s capacity to help managers, 
visual display units on which a person can draw or alter 
displayed data with a light pen, are now becoming in- 
creasingly available. Through this and similar <evelop- 
ments, problem solving is becoming more and more an 
interaction between man and computer. 


Profitability measurement of management 
information systems — 


Dr Hans D. Kalscheuer, managing director, Vorlo Getränke 
GmbH, indicated that effective appraisal of the sotential 
profitability of a MIS required the comparisor of the 
‘potential savings, cost, and gains of the newly constituted 
entity with those that otherwise would have been incurred 
by the old one’. 

While some cost savings might be easy to identify, the 
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potential increased profit resulting, for example, from more 
effective management processes, was hard to define since 
some of those. savings could have been achieved by re- 
structuring the business without at the same time in- 
troducing the computer. 


Nevertheless, as computer usage becomes more ex- 
tensive, managers are becoming more adept at such com- 
parisons. From the few surveys that have been carried 
out it would appear that total data processing costs amount 
to 2 to 2'5 times the cost of renting the installation in 
Switzerland, and 1°5 to 2 times in the USA. 

Dr Kalscheuer set out in detail the various heads of 
computer costs that should be considered, both of the "one- 
off’ and recurring variety. Against these must be set savings 
in various well-defined areas, e.g. personnel, premises, 
capital, etc. The real difficulties lie in the assessment of 
improved performance which results from the MIS. To. 
date no one has sufficiently developed a MIS to enable an 
evaluation to be made. In any case, the ultimate savings 
from this source may well depend upon the quality of 
management to fully adapt to the changed techniques in 
decision-making. 


Literate as well as Numerate 


T the question ‘Your reason for taking couzse?’, I 
had laconically written “To be made more Literate’. 
This answer was concise and true but it caused com- 
ments of which the most polite was “We have zot had 
this one before’. 

A. ‘language laboratory’. is not, as this title might 
suggest, a formidable place and nine of us assembled 
cuietly enough on a Monday morning for a thre2-week 
course, four hours a day, designed to teach as much 
German as possible in so short a time. 

The instruction followed familiar Imes: a clessroom 
session, reading and discussing prepared texts, followed 
by a spell in the ‘laboratory’ with earphones and tapes 
listening to, repeating and answering a similar text. 
This pattern was then repeated a second time with, 
perhaps, a freer classroom session designed tc try to 
scart some form of conversational fluency. Vocabulary 
was limited to about a basic thousand words which, 
it was asserted, is adequate for normal needs. 


Trouble with the subconscious 


Most of the course members were concerned with 
export work and their thoroughness was impressive. 
The pace of work was considerable and the results 
were in most cases satisfactory. Some complaned of 
peculiar side-effects: the constant driving repetition 
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of the tapes with their insistence on response, stirred 
up the subconscious mind in odd ways. 

One man found himself waking in the night re- 
peating. phrases; a second claimed that German words 
would come-to him unasked while he was gardening; 
while a third, at the end of a particularly hard session, 
went to ring his wife and dialled a number that they 
had ceased to use eleven years previously. 

In my case the purpose was different. There was no 
immediate need actually to speak German. Where I 
worked English was the common accountancy language 
and most of my associates spoke it with considerable 
fluency. When they did not, interpreters and trans- 
lators were at hand. Yet despite this there was cause 
for unease, as three simple incidents showed. 


Humiliating 

The first took place at an accounting seminar where 
simultaneous translation was available. At the end of 
my contribution one of the interpreters took me aside 
and explained very patiently and courteously that my 
way of speaking simply would not do for a multi- 
lingual gathering. It was too full of allusions and 
hidden metaphors, he said; worse still, I had a habit of 
not finishing my sentences. ‘Don’t you. know’, he asked, 
‘that it:is often impossible to translate from English to 
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German until the sentence has been completed? The 
word order may be different and failure to finish a 
sentence makes a nonsense of the interpreter’s job.’ 

Somewhat humiliated, I listened to the next speaker, 
also an Englishman. He was good but seemed to me to 
be betraying the very faults of which I had been 
accused. I switched to the French translation and began 
slowly to realize the force of. the criticism directed to 
me. Shorn of the personality, the amusing idiosyn- 
crasies, and the commanding voice, the lecture 
sounded, in French, confused and almost meaningless. 


The second incident was at a meeting of people: 


from several countries when English was the sole 
language. As an experiment I listened to each speaker 
carefully and then checked subsequently with everyone 
whose first language was not English. Two facts 
stood out ‘clearly. First, the manner and delivery of 


speakers had a bearing on the sense retained. Jerky, 


fast delivery, or highly-mannered speakers, achieved 
virtually no penetration. Secondly, the more that 
tended to be put in abstract thought, to ‘conceptualize’, 
to move away from concrete example and case study, 
the less was understood. 

One very good speaker dealing with a highly un- 
concrete subject, was summarized efter discussion by a 
‘Swiss whose command of English was excellent. It 
became apparent, however, that though he could speak 
English he could not really think in it, nor could he 
easily comment on ideas which he had received in a 
tongue other than his own. 

‘The third example occurred on 2 study group where 
a German and an Italian wrote the first draft of the 
final report — in English. Not anly did they have 
difficulty between themselves arriving at a common 
language but their eventual style was found difficult 
by English readers. English reports tend towards the 
short, staccato sentence or phrase, often with the 
action verb at the beginning. The German wrote his 
English in longer sentences with a complex of subordi- 
nate clauses, more intelligible to his fellow Germans 
than to his English colleagues. 


e 


An outmoded idea 


Overriding all these incidents was a keen awareness 
of how much more constrained most people are when 
they express themselves in a second language. Not only 
do they flag quickly — tests at the United Nations have 
suggested that deterioration starts after only an hour 
and a half ~ but their personality dces not come through 
as it should. On engineering and scientific subjects 
this may not be unfortunate but in any field where 
emotion or subjective judgement has a place, such as 
marketing or advertising, the defect is noticeable. 

_ It thus became evident to me that the idea that 
foreigners must always speak English was outmoded — 
and not only in export fields. It was further evident 
that many forms of international work not least ac- 
counting would always be hampered unless there was at 
least some understanding of participants’ native tongues, 
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Remedies 


Two remedies, therefore, seemed to be indicated. 
First, acquisition of some knowledge of other languages 
in order to be able to understand their differences 
of style and of thought. Second, enough conversational 
ability of a language to enable a foreigner occasionally 
to relax in his own tongue and not constantly to be 
constricted and wearied by continuous English. 

No one could pretend that three weeks of German 
in a language laboratory gave an answer but it was a 
start. Forcibly one was made aware of facts in speaking 
another language — stumbling over the grammar, 
getting the tenses wrong — all this was brought home. 
Picking my way through German newspapers, I began 
dimly to see something of the German viewpoint and 
to learn of the very radical differences between regions. 
Germans became no longer a mass of similar type 
people. They became individuals. It is fair to say that 
now when I listen to a German speaking English, I 
listen with quite a different ear 

But quite independent of the language, the labora- 
tory brought home a second lesson. In modern 
business the spoken word is becoming more important. 
In many cases the meeting and the telephone call are 
replacing the exchange of letters and the lengthy report 
as the principal means of communication. The speed 


-at which facts have to be assembled and decisions made, 


has increased and will further increase. All this adds up 
to a need for a far higher auditory memory than before. 
No longer can people afford to wait for the minutes 
of the meeting before they find out what was really 
said; no more can they sit back until everything 1s 
confirmed in writing before starting to execute an 
order. 


Auditory memory improvement 


What a language laboratory drives home above all else 
is the need for improvement in auditory memory. 
Phrases are spoken, they are required to be repeated; 
the phrase is given a second time and the whole can 
then be played back to indicate just how far original 
and imitations have differed. Vocabulary given is also 
repeated and it is realized just how much has been 
heard and not retained. 

Further, an hour of listening to a voice and nothing 
else, increases sensitivity to changes in inflection, to 
tone and general word rhythm. Freed from distraction, 
it begins to be appreciated just how much there is to be 
heard and how little zs heard. How much ordinarily 
goes in one ear and out the other — at least, the two 
earphones makes this physically difficult. 

The British accountant today is being rebuked 
because he is not sufficiently numerate, because he 
cannot quickly absorb economic trends and the facts 
to be deduced from accounting statements. But this is 
not the only deficiency. Any accountant now ~ and 
increasingly in the future — whose work brings him 
into contact with non-Britons, must not only be more 
numerate; he must also be more literate. 
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The King Who 
Changed Radically 


by LESTER E. HEITGER 
Arthur Young & Co, Denver, Colorado 


(Drawings by JOAN STARWOOD) 


NCE upon a time, in a far-distant land, there lived 

a wise old king named Adding. (That was his last 
name; his first name was Comparing, and his micdle name 
was Posting.) King Comparing, Posting and Adcing ruled 
over the country of Book-keeping and was mucz revered 
by his subjects whose sole occupatior. was recording, 
classifying, and summarizing data. There were szme, it is 
true, who grumbled about the kingdom’s narrow economy, 
but no one ever paid them any heed. 

One day a band of gypsies, who were passing through 
those parts, gave the king a beautiful mirror witk a golden 
frame. The king had it hung on the wall in the great 
entrance hall of his palace, where all who passed could 
admire it. 

Before very long, the word got about that the mirror had 
magic powers. Whenever someone stood in front of it and 
asked it a question, the mirror would answer. It could 
predict the weather, give the latest baseball sczres, and 
even tell what was going on in the neighbouring kingdoms. 
Not wanting such an intelligent mirror to go nameless, 
the people called it Ambition. ` ` 

One day a subject of Book-keeping walked up to the 
mirror and said: ‘Mirror, mirror, on the wall, who is the 
smartest of them all? The mirror replied, ‘You of this 
kingdom are no longer the smartest of them al. In the 
neighbouring kingdom of Businessmanie there are those 
who can do all that you do and yet interpret anc. evaluate 
as well.’ 

Thereupon all the subjects of Bock-keeping scurried 
about in a great frenzy to become proficient in tae arts of 
interpreting and evaluating. King CPA frowned on all 
this commotion and toid his subjects that they need not be 
in such a hurry, since the work they were presertly doing 
was indispensable. ‘Learn the new skills if you must,’ the 
old king warned, ‘but beware of Radical Chanze!’ This 
was a piece of advice that the king had received. from his 
father, along with the sceptre and crown, and although he 
did not know exactly what it meant (since, to h's knowl- 
edge, there had never been any Radical Change in the 
kingdom of Book-keeping) he felt it impartant to pass this 
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If il | F ii wisdom along to his subjects at every appropriate oppor- 
tunity. 

! | l i In time, despite King CPA’s lack of enthusiasm, the 
| subjects of Book-keeping became quite proficient at their 
' new skills~so proficient, indeed, that they decided to 
| di change the name of their kingdom to Accounting, since 
e Book-keeping no longer seemed adequate to describe all 
i the services they rendered. As the kingdom prospered, the 
| magic mirror, Ambition, fell into disuse; and one day it 
ii was replaced by a portrait of the king in golf attire and was 

carried off to a storeroom in the remotest part of the palace 
where old working papers were kept. 
| The years went by, and no one gave another thought to 
the magic mirror, until one day a young lad who was clean. 
ing out some of the palace storerooms happened upon it 
It and, remembering the stories he had heard, he thought he 
would try it out. ‘Mirror, mirror, on the wall,’ he asked, 
‘who is the smartest of them all?’ And the mirror replied, 
‘You of the kingdom of Accounting cannot possibly be 
the smartest of them all, for just outside your borders there 
roams a fierce dragon named Exceptionally Devastating 
Power who threatens to devour half your kingdom, yet you 
do not seem to be aware that he exists.’ 

When the young lad told what he had heard, a party 
was sent out in search of the dragon. After several days they 
came upon the beast in a thicket, devouring data and spitting 
them out in usable form before the average subject of 
SE could sharpen H quill, oe less aip it in the 

well. 

When they got over their fright, the searchers hurried ` 
back to the palace to tell King CPA what they had seen. 
Each had his own idea of what to do about the dragon. One 
said they should attack it and kill it if possible, but it was 
feared that if they failed to kill it, the beast might escape 
to some other country and return one day to haunt the 
kingdom of Accounting. Another suggested that perhaps 
‘the dragon would eventually die of starvation, but it was 
pointed out that the way he was eating up Accounting 
citizens (he showed a particular preference for smaller 
ones) it was more likely he would die of indigestion. One 
subject even went so far as to suggest that perhaps E 
could train the dragon to obey them. 

King CPA said that he would need time to study the 
problem. ‘But fear not’, he added, ‘for I am certain that 
we are still quite safe.’ And he took the occasion to remind 
them all again of the danger of Radical Change. 

Though they respected the authority and wisdom af 
their king, his subjects did -not all share his feeling of 
security. So a few of them banded together and learned 
how to train the dragon. The king, seeing their success, 
suggested that others do the same. At times the king had 
insisted on people doing certain things in certain ways and 
he was in the habit of giving rigorous tests to see that such 
decrees were carried out. And those who failed these tests 
were banished from the kingdom. This time, however, 
things were happening so fast that the king did not know 
what to do. He did not want his kingdom to fall, but on 
the other hand he was opposed to Radical Change. So the 
king issued no decrees, but merely. offered suggestions, 


PY ee | 


Oe cy go = 





pos Pa ` LE > dÉ 

December 2 1st, 1968 ACCOUNTANT | / 855 

After a while, secure in the knowledge that some, at least, 
of his subjects had learned to train the dragon, the king 
decided to consult the magic mirror, Ambition, or ce again. 
But the mirror told him, ‘You are still not the smartest of 
them all, for the powerful kingdom of Busiressmania 
demands more information., You must be able to enswer all 
questions pertaining to business.’ his was a prcblem the _ 
king had scarcely thought about, though some of his’ . 
subjects had been offering this service for years. 

He knew that certain of his subjects were not qualified 
to give the kind of answers that Businessmania was de- 
manding. Indeed, some of his subjects were even >ringing 
foreigners into the kingdom under cover of darkness, and 
trying to pass them off as citizens of Accounting. These 
people came from such kingdoms as Marketing, Statistics, 
Mathematics, Engineering and Law. The king did not 


really approve of this activity. He knew he should take the Se 
lead in retraining his people but, alas, he did not have the KA 
resources for such an undertaking. And then, toc, he was ` Lok? bt 


opposed to Radical Change. 

- Once again the king turned to the mirror for help: 
‘Mirror, mirror, great and wise, what can I do, I need 
veplies?’? But all that came back was bad news: “You ask 
for solutions before you know the problems. The unction 
‘for which your kingdom has sole responsibility, auditing, 
is becoming outdated. Businessmania is now demanding 
_ much more. The attest function may be extended to man- 
agement audits, labour management, information audits, 
government audits, and tax return audits.’ bg 

The king retired to his royal chamber in tears. He had 
more problems than he could solve in a hundred. years of 
his normal decision-making processes. He confided in his 
chief advisor, Special Committee, but Special. Ccmmittee 
merely referred the matter to Subcommittee for further 
study. . 

The intelligent subjects of Accounting proposed what 
= seemed to be some excellerit solutions to the probl=ms, but 
the king could not decide which was best. Many of his 
older advisers cautioned him against hasty action, remind- 
ing him of the good old days and the way things had always 
been done. ‘And remember, too,’ they warned, ‘what 
the king your father told you about the dangers of Radical 
Change! . e 

In despair and confusion, the king decided that the 
magic mirror was to blame for ail his troubles. ‘Perhaps if 
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I destroy the mirror,’ he thought, ‘peace and unity will be 25 na 
D ` : = r i E k V 
restored to my kingdom.’ But when he tried to destroy the Vater Sëch? ese 
mirror, it would not break. Ambition is indestructible. lass soe v $ W) St | osas 
l wi A a a tls ce CY) ` wad 


The mirror spoke to the king: “You cannot des:zoy me, AN icant TAG 
l 





nor can you blame me for your own indecision. I warned Sp | | b SC 
_you of your problems, but you did not take me s2riously. , BA ry ies TAN 
Now your subjects no longer look to you for leadership, ,W E wë Ce w 
for you would not lead them when they needed you.’ € "Za Ge 


j Sa j 
Then, little by little, King CPA began to disappzar from : ag 
the face of the earth, for whenever something fails to | al 
perform the function for which it was created, it ceases to : 
be. And as the old king saw himself fading away, it occurred - | 
to him to wonder whether zhis might not be the Radical i 
Change of which his father had warned him. bl 
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Christmas Fare 


The first letter of each answer tc the following general knowledge questions 
combines to form, without rearrangement, a verse from a nursery rhyme. Where 
the answer is a person's name, tha surname is given first. The solution appears 
on another page. 


Le 


ae 
3. 


What name was given to an ascetic or monk who 
lived on the top of a pillar? 

The winner of the 1968 Derby was Sir .. .? 

What was the decisive battle of the Civil War of 


1642-46? 


. Since what event of 1780 has a military guard 


been mounted each night at the Bank of England? 


. What is the architectural term for the sculptured 


leaf on a Corinthian capital? 


. What is the process of printing portraits with small 


dots of different sizes which produce an effect of 
light and shade? 


. What is the study or science o being? 
. What is the name of the pillar in the centre from 


which the steps of a spiral stair radiate? 


. Of what fish is a shubunkin a ‘variation? 
. Johann Strauss wrote the waltz Morning Papers. 


Who wrote the waltz Evening Papers? 


. What word of twenty-nine letters means ‘the 


action or habit of estimating as worthless’? 


. If you were drinking a bottle of Johannisberger in 


the country of its origin, where would you be? 


. What is the common name of the plant, Hedera 


Helix? 


. What Persian king, in an attempt to conquer 


Greece, defeated the Spartans at Thermopylae 


', but was himself defeated in a naval battle at 
_. Salamis in 480 B.c.? 


. What, in Milton’s Paradise Lost, was ‘the high 


capital of Satan and his peers’! 


. In which city will the Commonwealth Games of 


1970 be held? 


17. What is the opposite of omniscience? 
18..Who wrote the words of God Save the King 


and Sally in our Alley? 


. What peer recently had his autobiography pub- 


lished under the title Wyndham and Children First? 


. If the botanical term, Latifolia denotes broad 


leaves, what term denotes narrow leaves? 


. Who, in Greek mythology, was the first mortal 


woman on whom the gods and SE EG lavished 
gifts? 


. In which of Dickens’s novels does the odious Mr 


Quilp appear — and disappear? 


. Who ‘led the charge of the Light Brigade at 
‘Balaclava? 

. What is the highest mountain in Africa? 

. Who.wrote: 


“This-is the way the world ends 
Not with a bang but a whimper’? 


26. 


34. 


35: 


36. 
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If Beerenauslese on the label of a bottle of 
German wine denotes selected grapes gathered 
late, what denotes selected grapes gathered even 
later? 


. What was the name given to the expert and well- 


drilled soldier placed in front as an SCHER to 
the others? 


. What is the shadow of the pointer of a sundial 


called? 


. Who lived at 30 Holford Square, London WC1, 


from April 1902 for about a year under the name 
of Richter? 


. Which opera by Donizetti is based on a novel by 


Sir Walter Scott? 


. What is the eastern terminus on the Central Line 


of the London Underground? 


, Who wrote the novels Joseph Andrews and Jonathan 


Wild? 


. What legendary nephew of Charlemagne was 


renowned for his bravery and who was his equally 
courageous companion? 

Who was green in colour, wore red clothes, had 
four arms, sat on a buffalo and, in Hindu mytho- 
logy, was the judge and ruler of the departed? 
What English river has among its tributaries the 
Barle, the Loman, the Batherm, the Culm and the 
Creedy? 

What English author is now best known for his 
translation, published in 1603, of the essays of 
Montaigne? 


. Of what American State is Salem the capital city? 
. Off which French island did Admiral Lord Howe 


win a naval battle on ‘the glorious first of June’ 
1794! | 


. What Hapsburg army general, once famous for a 


military victory over the Italians, is now re- 
membered because of the Johann Strauss march 
named after him? 


. What word is used by psychologists to denote the 


principle according to which man is said to 
interpret all things through himself? 


. Which department of meteorology deals with 


clouds? 


. What classical nymph, when fleeing from Apollo, 


was changed into a laurel bush? 


. Who said that some circumstantial evidence is 


very strong, as when you find a trout in the milk? 


. What is the northern terminus on the new Victoria 


Line of the London Underground? 


. In the words of The Skye Boat Song, Mull was 
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astern and Rhum was on the port bow. What island 


was on the starboard bow? 

46. What name for a seer is derived from that (in 
Latinized form) of a French physician who 
published a series of prophecies in 1555? 

47. What sea-nymph was the mother of Achilles? 

48. Which American university is located at New 
Haven, Connecticut? 

49. What game takes its name from a ducal seat in 
Gloucestershire? 

50. Who, ‘so daring in love and so dauntless in war’, 
eloped with fair Ellen from Netherby Hall? 

51. What agreement made between Germany and 
Japan in'1936 provided for mutual defence against 
communist subversive activities? 

52. What idyllic island in the Ionian Sea was dedi- 
cated in ancient times to the cult of Venus? 

53. What is the headquarters of the Royal Military 
School of Music? | 

54. What would be the likely surface colour of any- 
thing fuliginous? 

55. What bird, sacred to the ancient Egyptians, was 
reputed to keep away plagues and serpents? 


56. Who married Miss Elizabeth Siddal, the Pre- 
Raphaelite model? 

37. What was the family name of the Elizabethan Earl 
of Essex? 
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58. What stock character in Italian farce is constantly 
cudgelled by Harlequin? | 

What is the science of baths and their effects 
upon the system? 


59- 


_ 60. By what other name is “the herbaceous plant 


columbine popularly known? 

61. Who designed Kensington Gardens and Kew 

. Gardens? 

62. What nymph rejected the advances of Pan and was 
torn to pieces by the shepherds on his instructions 
until only her voice remained? 

63. What boxer won the world heavyweight title in 
1919 by defeating Jesse Willard and lost it in 1926 
to Gene Tunney? 

64. Which American State is bounded by Montana, 
Wyoming, Utah, Nevada, Oregon, Washington 
and the Canadian frontier? 

65. In which English county is Sulgrave Manor, the 

ancestral home of George Washington’s family? 

What group of islands in Galway Bay do Inish- 

more, Inishmaan and Inisheer comprise? 

67. What is the French equivalent of the totalisator? 

68. What is the scientific term applied to the state of a 
body giving out light when heated without under- ’ 
going a chemical change? 

69. Who said that every hero becomes a bore at 
last? 


Christmas Crossword 


CLUES- ACROSS 


1. Granted, the company having about ended in disorder (8). 
9. An appointment later on the same day? (4, 4) 
10. Minus a letter with no sign of an alternative (4). 
11. Made thirteen changes to the property (12). 
13. One-sixteenth of 27 (6) 
14, How a broker may exceed his means of delivery, arm’s length 
_ surpluses first (8). 
15. Accounting terms, perhaps, for sets of figures (7). 
16. pied fix when to unite in settlement on the Stock Exchange 
(4-3 
20. It counts as one’s expenditure (4, 4). ` 
22. Free from purchase tax without measure (6). 
23. Once repuid, it might be falling in ‘value (12). 
25. Has to acknowledge the society (4). 
26. He has thousands of dollars on, relatively specking (8). 
2". Take half of it to write in legal form: (and ses 13) (3; Si, 


CLUES DOWN 


2. Remove it in order to Sens additional wark (8). 

3. Till money to record (4, 8). 

4. Paid a penny on a free day, perhaps (8). 

5. What was done with the case? The documents may be in here 


(7). 
6. Decide what might be let by the group (6), 
7. Husband introducing an. exception (4). 
8. Some people reckon in their heads, of course (3). 
12. Having dealt with this legal offence, one might find a round 
sum remained (12). 
15. A tax, not, however, on £1 overtime (8). 
17, A crime arranged with one in U.S.A. (8). 
18. Prescribes a page with dots (8). 


Compiled by Kenneth Trickett, F.C.A. 


t 
a a 













19. Convict Sie to arrive by SS SE of August (7). 
21. Paid by time, subject to outlay (6). 
24. Scheme for opening plant register (4). 








The solution will be published in next week’s issue. 
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Taxation Anomalies and 
Practical Difficulties 


Accountancy Bodies’ Joint Submission to the Revenue 


The Accountants Joint Parliamentary Committee, representing the Councils of the 
English, Scottish and Irish Institutes and The Association of Certified and Corporate 
Accountants has submitted the following memorandum to the Chairman of the 


Board of Inland Revenue. 


FINANCE ACT 1965 


Finance Act 1965: section 20 — Capital gains tax 


N the context of tax simplification, the accountancy bodies 

have submitted that the short-term gains tax should be 
abolished, leaving the capital gains tax as the sole medium 
of gains taxation. Subject to this, it is submitted that Case 
VII losses should be capable of set-off against chargeable 
gains in the same year of assessment at the option of the 
taxpayer. 


Finance Act 1965: section 25 (5) — Settled 
property 

- 2. The accountancy bodies suggested an alternative, and 
in their opinion a fairer, basis for the apportionment 
between settlements terminated by the same death of the 
£5,000 exemption allowance. What appears important is 
that the method of apportionment should not result in a 
loss of any part of the present exemption. It is therefore 
submitted that if the gains of one trust are inadequate to 
absorb the quota of the exemption allotted to it, the excess 
should be capable of use against the gains of the other trust 
or trusts. 


Finance Act 1965: section 34 — Transfer of 
business on retirement. Definition of full-time 
working director 


3. It is suggested that a concession on similar lines to that 
given for corporation tax in respect of a director working 
for more than one company should be given for the pur- 
poses of section 34 (1) (4). 


Finance Act 1965: section 34 — Transfer of 
business on retirement 


4. The definition of ‘chargeable business asset’ in sub- 
section (6) excludes ‘shares or securities or other assets 
held as investments’. Accordingly, where a family company 
owns shares in a trading subsidiary, the chargeable business 
assets of the subsidiary would be excluded in calculating the 
relief due on the sale of the shares in the parent and in 
consequence the individual disposing of the shares in the 
parent might be denied the maximum relief he would have 


EN 


obtained had the chargeable business assets of the subsidiary 
been owned by the parent. (The price received for the shares 
of the parent would, of course, reflect, inter alia, the value 
of the chargeable business assets of the subsidiary.) In an 
extreme case, where a family business consists of one ‘or 
more trading companies owned via the medium of a holding 
company, an individual disposing of shares in the holding 
company on retirement would not qualify for any relief at 
all, It is again submitted that the exempting provisions 
should be amended to include a parent and subsidiary 
companies, including the case of a non-trading parent with 
trading subsidiaries, and that the relief should be applied ` 


. based on aggregating the chargeable business assets and the 


total assets of the group. This, it is submitted, is within the 
intention of section 34, which, it is understood, is to give 
relief to a taxpayer who has built up a business which he 
ultimately sells, using the proceeds to support himself 
during his retirement. It is further submitted that relief 
under this section should be given in those cases where 
shares have been held throughout the qualifying period by 
more than one family company, providing that the pro- 
visions of section 61 of the Finance Act 1965 apply to the 
transfer of the trade from the predecessor to the successor. 


Finance Act 1965: section 44 (8) and section 45 
and Schedule 10, paragraph 1 — Capital gains 
tax. Right of appeal in relation to valuation of 
shares 


5. Under section 44 (8) the right of appeal as to the value 
of unquoted shares or securities is to the General Com- 
missioners only. There may be circumstances in which a 
taxpayer is unwilling to appeal on this matter to a local 
tribunal and it is submitted that there should be an option 
to appeal to the Special Commissioners should the tax- 
payer so elect. 


Finance Act 1965: section 61 — Company 
reconstruction without change of ownership 


6. (a) After a reconstruction that falls within the provi- 
sions of section 61 of the Finance Act 1965, the due date for 
payment of corporation tax by the transferee company (in 
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cases where the company has Leen newly formed for the 
purpose) is nine montns after the end af the company’s 
accounting period, notwithstanding that the transferor 
company was within section 80 (3). It is again submitted 
that section 61 should ke amended to provide that due date 
of payment of corporation tax applicable to the transferor 
. company should continue to apoly to the transferee com- 
pany. l 

(b) The accountancy bodies welcome the information 
that, in connection with Schedule 18, paragraph 12 of the 
Finance Act 1965, the Board are prepared to examine cases 
of reorganizations carried out for bona fide commercial 
reasons to see whether any relaxation can be given. However, 
it is submitted that the present practice should be made 
statutory in the next Finance Bill. (see also Appendix — 
paragraph xxii). : 

(c) On a reconstruction, the successor has no title to 
bring forward any franxed investment income of the pre- 
decessor company. This especially but not exclusively 
applies in the case of investment companies and unit trusts 
and may prevent a reconstruction which is recognized as 
desirable on commercial grounds. There seems no reason 
why the benefit of franked investment income should be 
lost any more than that of unused tradirg losses. It is sub- 
mitted that this anomaly should be corrected. 


Finance Act 1965: section 65 - Dividend- 
stripping and bondvwashing 


4. Confirmation is sought that a dividend paid by a close 
company will not, by reason of section 65 (3), Finance Act 
1965, be disregarded in determining the paying company’s 
distributions for the EE of section H Finance Act 


1965. 


Finance Act 1965: section 65 and Schedule 17, 
paragraph 6 (2) . 

8. The accountancy bodies sukmit that provision should 
te made for the effect cf group relief in the calculation of 
profits under paragraph-6 (2). In particular the profits 
cf the claimant company should not be reduced by group 
relief allowed as a deduction against total profits, but should 
ke.reduced by any payment for group relief made. Likewise 
the profits of the surrendering company should be reduced 
by the amount of losses surrendered and should be increased 
by any payment for group relief received. In the absence of 
legislation relating to these points, the calculation of post- 
acquisition profits for the purpose of section 65 has become 
totally unrealistic in those cases where the group relief 
provisions have been invoked. 


Finance Act Ze? section 65; Finance Act 1967: 
Schedule 11; Finance Act 1968: Schedule 12 — 
inter-group distributions and dividend-stripping 


9. Paragraph 3 (2) of Schedule 11 to the Finance Act rop: 
relaxed the treatment of distributions within 2 group by 
excluding the transfer of assets at undervalue from a sub- 
sidiary to a parent. However, this was qualified by sub- 
paragraph (4) so that if the benefit transferred to the parent 
exceeded post-acquisition profits, as~arbitrarily calculated 
in. accordance with section 65 of the Finance Act 1965, the 
excess would be treated as a capital Ciscribution. This 
qualification can have the peculiar effect that accretions to 
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the value of assets, for example to freehold property or 
goodwill, arising quite incidentally in a post-acquisition 


period could be treated as a dividend-strip on the transfer 
of those assets to the parent. This would occur when a sub- 


.sidiary transfers an asset at book cost and has already 


distributed all its post-acquisition profits (as defined). The 
effect of paragraph 17 of Schedule 12 to the Finance Act 
1968 would be to reduce the base cost of the parent’s 
shareholding in the subsidiary by the amount of the ‘rele- 
vant distribution’ but at the same time the parent would 
acquire an asset pregnant with a capital gain of the same 
amount and would thus be potentially liable to a double 
imposition of capital gains tax. 

The working of these provisions in creating an artificial 
‘relevant distribution’ seems to be completely at variance 
with the philosophy of Schedule 13 to the Finance Act 1965, 
under which inter-group transfers of assets are, for the 
purpose of computing chargeable gains, treated as taking 
place at such consideration as ensures that neither a gain 


nor a loss shall accrue. 


It is therefore submitted that sub-paragraph (4) of 
Ee: 3 of Schedule rr to the Finants Act 1967 should 
be repealed. 


Finance Act 1965: section 75 — Assessment of 


close companies to income tax in respect of 
certain loans 


10. Where a lòan to which this section applies is released, 
or written off either in whole or in part, the participator is 
liable to surtax on the grossed-up amount of the sum in 
question. Confirmation is sought that if that sum is sub- 


sequently:repaid, the surtax previously paid will be refunded. 


Finance Act 1965: Schedule 6, paragrap 7- 
‘Part disposals 


11. The accountancy bodies wish to refer to the diffi- 
culties and inequities which arise from the application of 
the ‘part disposal’ provisions in paragraph 7 of Schedule 6 
to the „Finance Act 1965. There is no definition of what 
comprises ‘an asset’ for the purpose of determining whether 
a disposal is.a disposal of a part of an asset or whether it is a 
complete disposal of ‘an asset’ standing by itself though part 
of a larger unit. This difficulty arises in an acute form in 
the case of land and certain types of building. Particularly 
inequitable results can arise from the sales of individual flats 
in tenement properties which are normally regarded by the 
Revenue as part disposals. It is understood that in the 
Revenue’s view an asset, the cost of which falls to be ap- 
portioned on a part disposal, should be identified by 
reference to separate units of acquisition; and that in the 
case of an acquisition consisting of a block of flats, it is the 
block that constitutes the asset even though, for purposes 


of local rating, each flat is separately assessed. Such flats are 


normally sold with vacant possession while the remaining 
flats are valued: subject to the tenants’ rights. On an 
apportionment of the cost on the basis of the remaining 
value of the other flats, the first sale gives rise to a completely 
unrealistic proportion of the cost being allocated to the 
flat sold. As each flat is sold an ever-decreasing proportion 


_ of the cost is allocated to that sale. The results are not only 


distorted, but inequitable to the taxpayer since the earlier 
sales (with low gain) would have a greater proportion free 
from capital gains tax as being before April 6th, 1965, while 
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the later the sale the greater the proportion of the gain is 
actually chargeable. 

In the view of the accountancy bodies, regard should be 
had to the physical characteristics of the buildings or land 
rather than to whether they constitute a single acquisition. 


Finance Act 1965: Schedule 7, paragraph 16 — 
Disposals in a series of transactions 


12. The accountancy bodies are concerned about a 
number of anomalies and uncertainties that surround the 
application of this paragraph: 

(a) It is not clear whether the aggregate market value is 

to be ascertained at the date of the first disposal, or 
on the occasion of a subsequent disposal. 


(b) It is not clear whether any limitation in terms of time 
between respective disposals can be assumed. 


(c) Assuming that an election under paragraph 25 of 
Schedule 6 has been made in relation to the first 
disposal, it is anomalous that the taxpayer has no right 
to revoke that election on the occasion of a subsequent 
disposal to which paragraph 16 of Schedule 7 1s 
applied. 


(d) It is submitted that where paragraph 16 of Schedule 7 
is applied to two or more disposals, the election under 
paragraph 25 of Schedule 6 should apply-as if the 
assets comprised in the two or more disposals were 
sold and immediately re-acquired at their aggregate 
market value on the basis of a single sale. 


"(ei In the case where a holding of unquoted shares has 
been acquired since April 6th, 1965, separate dis- 
posals of parts of the holding would constitute part 
disposals by reason of paragraph 2 of Schedule 7. It 
is not clear how the provisions of paragraph 16 of 
Schedule 7 affect, if at all, the apportionments re- 
quired under paragraph 7 (2) of Schedule 6 on the 
occasion of the first and subsequent part disposals. 


Finance Act 1965: Schedule 18, paragraph 5 


13. The accountancy bodies welcome as a useful interim 
measure the information that in practice the Board will not 
normally seek to attribute to a person the rights and powers 
of his relatives, other than his wife and minor children, 
for the purpose of determining whether a company is 
‘close’. They wish however to express the view that other 
anomalies and practical difficulties exist as a result of the 
present drafting of paragraph 5 and they submit that a 
review of its provisions in the light of experience may now 
be desirable. For example, on a strict reading of the 
paragraph, it might be said that holders of units in a unit 
trust are ‘associated’ by reason of their common member- 
ship of the trust. 


Finance Act 1965: Schedule 18, paragraph 
7 (1) — Shortfalls — descriptions of profits or 
_ income 


14. There is understood to be a concession whereby over- 
seas tax which has been subject to double tax relief can be 
deducted in arriving at the distributable profits of a com- 
pany. It is suggested that this concession should be incor- 
porated in the next Finance Bill. Alternatively the account- 
ancy bodies would like to publish it for the benefit of their 
members. 
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FINANCE ACT 1968 


Finance Act 1968: section 25 


15. There is an apparent anomaly in the amendments to 
the three-year surplus (section 85, Finance Act 1965) made 
by Schedule 7 to the Finance Act 1966. The object appears 
to be to give effect to a group treatment but this is not 
necessarily achieved. Where a subsidiary pays dividends in 
excess of its distributable profits, paragraph (2) of Schedule 
+ only allows the parent an effective decrease in these divi- 
dends entering into the calculation of its three-year surplus 
if the subsidiary has a three-year surplus reduced under 
paragraph (1). The subsidiary may. well not have a three- 
year surplus due only to a lack of ‘tax ultimately borne’ in 
1963-64, 1964-65 and 1965-66. In these circumstances the 
accountancy bodies submit that the parent should be 
enabled to make use of its fund of ‘tax ultimately borne’ 
and be allowed to restrict the effect of dividends received 
to its part of the subsidiary’s distributable profits. It seems 
that this could be achieved by amending paragraph (1) 
to operate in relation to the three-year surplus computed 
before the restriction to ‘tax ultimately borne’ in the 
proviso to subsection (2) (8) of section 85. 


Finance Act 1968: section 15 (4) 


16. It is becoming increasingly common for part of the 
training for career to be undertaken full-time at a university 
or college of further education. Where such full-time 
education begins within 15 months of the commencement 
of employment, confirmation is sought that this section 


will not be applied. 


OTHER SUBMISSIONS 


Valuation of a company’s interests in land, 
including buildings 

17. Section 16 (a) of the Companies Act 1967 requires the 
directors of a company to include in their report to mem- 
bers, particulars of the difference, if substantial (with such 


‘degree of precision as is practicable, and if in the opinion of 
‘the directors, the difference is of such significance as to 


require the attention of members or debenture-holders to 
be drawn to it) between the market value of interests in land 
and the amount at which they are included in the balance 
sheet. It is understood that District Valuers may have 
regard, as one of the matters affecting a valuation at April 
6th, 1965, to such references in the directors’ report and 
presumably also to the absence of such a reference. 

In the opinion of the accountancy bodies the considera- 
tions which directors would have in mind in either including 
a reference to market value (even on the restricted circum- 
stances which the section envisages) or alternatively making 
no reference thereto are not normally those which would be 
appropriate when a valuation at April 6th, 1965 for purposes 
of the capital gains tax is in question. They therefore 
submit that District Valuers should be required to have no 
regard to the requirements of section 16 (a) for the purposes 
of establishing the value of interests in land for capital 
gains purposes. 


Industrial buildings 


18. If a company having ceased to trade sells an industrial 
building and a balancing charge arises, this is assessed to 
tax by reference to the date of sale. As the company has 
ceased trading, any unused trading losses cannot be set 
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against the balancing charge. It is submitted that provisions 
should be made for the balancing charge to be treated as 
made on the last day on which the trade was carried on. 


Offices held by persons in partnership 


1g. The accountancy bodies have previously drawn atten- 
tion to the difficulties which arise in apportioning profits 
in the case of professional partnerships the members of 
which hold offices, e.g. directorships or hospital appoint- 
ments, are assessed under Schedule E. The Board asked for 
examples of cases where difficulty has been encountered 
and details of two cases which have been reported are set 
out below. 


‘i) I have as clients a number of medical consultants who 
have part-time consultancy appointments at a hospital 
plus fairly substantial private practices. In the old days 
before the consultant salary element was assessed 
separately under Schedule E, there was one Schedule 
D assessment on the practice profits on a preceding 
year basis. This was relatively straight-forward, and 
it was possible to give the partners a logical explanation 
of the income tax to be paid. 

‘Now we have a Schedule D assessment on a pre- 
ceding year basis on the practice profits and PAYE 
plus Schedule E assessment on a current year basis on 
the consultant salary. To most clients this makes the 
situation hopelessly confusing. Apart from this, very 
often the Schedule E assessment may be in one tax 
district and the Schedule D in another and this is 
bound to cause delay and a great deal of unnecessary 
work on the part of the accountant in reconciling the 


assessments and settling the final liability for any ` 


particular tax year. 

‘I would, therefore, say that in such cases the 
separate assessment of the Schedule E on a different 
basis from the consultant salary causes considerable 
difficulty in that: (oi There is unnecessary delay in 
settling the final overall liability for any tax year. (5) 
The amount of detailed work involved is increased 


out of all proportion. (c) It is most unhelpful in one’s . 


relationship with one’s clients’. 


(ii) The other example.is in a slightly different category. It 
concerns an accountant who had a directorship which 
produced a substantial director’s fee. According to 
the terms of the partnership agreement, this fee was 
part of the partnership income. As it happened, the 
fee was in fact more than the particular partner’s 
overall share of the partnership profits. Hence the 
position was that he was assessed under Schedule E 
on a greater amount than his true share of the profit, 
and the Schedule D inspector would not, of course, 
permit a minus share to correct the matter. The 
Situation was complicated because the Schedule E 
assessment was in one tax district and the Schedule D 
in another. The Revenue’s attitude was that this was 
a matter for settlement between his partners. What 
made it worse was that surtax was also affected. 

In the end after a great deal of time and effort the 
two Inspectors of Taxes agreed to deal with the matter 
in such a way that the particular partner was not over- 
charged. 

As with most of these cases, the only realistic way 
of looking at the matter is to treat the salaries concerned 
as an integral part of the practice income which, of 
course, is exactly what they are. 


Allowance of certain expenditure at present 
disallowed 


20. The accountancy bodies have previously submitted 
that, subject to normal tests for allowable expenditure, 
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money. laid out as penalties or compensation for the can- 
cellation of onerous contracts of a capital nature should be 
allowed. A further example of expenditure for which no 
relief arises is abortive capital expenditure. If a company in 
pursuance of a policy of expansion embarks upon separate 
projects A and B, and A prospers and B is abortive, there 
may be no relief either for corporation tax or for capital 
gains tax purposes for expenditure incurred in attempting to 
get project B off the ground. It is suggested that expenditure 
on abortive projects disallowed as being of a capital nature 
and not capable of allowance for capital gains tax purposes 
should constitute a realized capital loss allowable against 
chargeable gains. If as is submitted, in the context of simpli- 
fication of the tax code, realized capital losses are capable of 
set-off against trading and other profits, the effect of the 
foregoing proposal would be that the abortive capital ex- 
penditure is fully relieved. | 


Discontinuance of the practice of sending 
returns to taxpayers’ agents 


21. Although the accountancy bodies are aware of the 
reasons which led the Revenue to discontinue the practice 
of sending returns of income to the taxpayer’s agent, the 
fact remains that the change is productive of much extra 
work in accountants’ offices in obtaining the returns from 
taxpayers and ensuring that all are submitted. They suggest 
that it should be possible for a procedure to be devised 
which would inform the taxpayer of his obligation to file a 
return of income and that the form had been sent direct 
to his agents. 


Tax Form CT62: Liability under Schedule 12 
to the Finance Act 1965 


22. This form, which was issued to limited companies 
towards the end of the income tax year 1967-68, states that 
nil returns are not required. However, reminder forms 
CT63 state ‘If, however, you will not be completing the 
form please let me know’. This appears to be equivalent 
to requiring a ‘nil’ return. 


APPENDIX 


FINANCE: ACT 1965 


Finance Act 1965: section 23 — Losses 


(i) In their previous memorandum, the accountancy bodies 
referred to the inequity caused by the absence of a right to 
carry back capital losses for set-off against previous chargeable ` 
gains and suggested that this should be possible for the pre- 
vious six years. This submission was rejected on the grounds 
of novelty. The accountancy bodies comment that the 
capital gains tax is itself novel and that in this context, their 
submission should be re-examined. 


Finance Act 1965: section 48 — Tax on 
distributions etc. received by UK company 


(ii) The accountancy bodies repeat the submission that 
the right of election under subsection (7) not to deduct 
income tax in respect of interest etc. should be extended to 
charges on income paid by a resident subsidiary of a foreign 


/ parent company to a resident fellow-subsidiary. Such an 


amendment would prevent recourse to the artificial arrange- 
ment of setting up a United Kingdom holding SE in 
order to come within section 48 (7). 
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Finance Act 1965: section 52 (1) — Allowance 
of charges on income 


(iit) The provisions for relief for charges on income should, 
in the view of the accountancy bodies, be amended so as to 
allow for their deduction from the profits of the period of 
accrual provided that the payments are made within, say, 
one year of the end of the accounting period. The present 
system under which charges on income are not allowed until 
paid can cause hardship in the circumstances where the 
profits, though adequate in the year of accrual, are inadequate 
in the year of payment so that relief for the charges is 
postponed or, in some circumstances even denied, if insuffi- 
-cient profits are earned in the future. Besides the removal of 
possible hardship, the accountancy bodies take the view that 
their suggestion merits examination in the context of sim- 
plification. 


Finance Act 1965: section 62 — Set-off of 
losses etc. against franked investment 
income 


' (iv) In the discussions with the Board on June 27th, 1966, 
the Board undertook to examine further the point made in 
paragraph 29 of the memorandum of the English Institute 
of January 31st, 1966, as follows: 


‘A claim under this section may be nullified if the com- 
pany making it has foreign income which, although 
chargeable to corporation tax, is the subject of double 
taxation relief. Subsection (1) allows a loss etc. to reduce 
a surplus of franked investment income and so give rise to 
a repayment of income tax. However; subsection 3. (b) 

| States that the reduction (i.e., for the loss etc.) shall be 
made as far as may be against profits chargeable to cor- 
poration tax, rather than in the surplus franked investment 
income capable of being utilized for this purpose. Foreign 
income is none the less chargeable to corporation tax, even 
though the tax itself is entirely offset by credit relief. The 
existence of such foreign income will, therefore, reduce or 
extinguish a company’s claim under this section, so that 
the loss, etc., goes effectively unrelieved. The issue is 
probably of greatest importance to investment companies 
in connection with their management expenses claims. 
Such a company will obtain full relief from either cor- 
poration tax or income tax if its income consists of franked 
investment income, or unfranked income derived from 
United Kingdom sources, or a mixture of both. If, however, 
its unfranked income is derived solely or mainly from 
foreign investments, management expenses relief will be 
wholly or partially denied, even though there i$ sufficient 
franked investment income to support a section 62 claim.’ 


The accountancy bodies also wish to point owt that a 
holding company with overseas subsidiaries can be similarly 
affected. The accountancy bodies have reconsidered this 
earlier submission and suggest that, in order to rectify this 
anomaly, a proviso might be added to subsection 3 (b) to the 
effect that a company may claim that relief for the set off of 
losses should first be given against unfranked income from 
UK sources; secondly, against surplus franked investment 
income; and thirdly, against foreign income to the extent 
that UK tax payable has not been relieved fully by double 
tax relief. 


Finance Act 1965: section 65 and Schedule 17 


(v) (2) The accountancy bodies have previously made the 
following submission: 


- (i) A subsidiary company issues additional capital or 
reorganizes its capital by making a bonus or rights 
issue of the same or a different class of shares. Under 


the provisions of section 65 the additional shares 
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acquired are a new holding and dividends paid thereon 
are subject to the test of availability of profits after 
the date of the ‘reorganization’. 


Di A group reorganizes to introduce new sub-holding 
companies within the group or a new parent company 
of the group. The new holding company or companies 
are regarded as acquiring at the date of their formation. 
the holdings in subsidiaries (which are part of the 
existing group). 


In the cases described in (i) and (ii) above there is no change 
of ownership of the company or companies and it is unrealistic 
to regard a part of existing profits as pre-acquisition. It is 
submitted that the date of acquisition of a new holding of 
shares in a company, or shares in a different company in 
exchange for shares in the company, or a holding of shares 
transferred from one group company to another should be 


arrived at in accordance with rules similar to those which ` 


apply in connection with reorganization of share capital and 
conversion of securities in Schedule 7 to the Finance Act 
1965. 

(b) In the Revenue’s view, a company whose taxable pro- 
fits are reduced by losses surrendered to it by group members 
can only include the balance of its profits Gf any) in the 
calculation of its post-acquisition profits for purposes of 
section 65, Finance Act 1965. The effect of this is illustrated 
by the following case: 

A company owns between 75 and 80 per cent of a trading 
subsidiary’s equity capital. Both are public companies. 
Corporation tax losses in 1967 sufficient to cover the sub- 
sidiary’s profits have been surrendered to the subsidiary for 
a payment equal to the tax saved by the subsidiary, thus put- 
ting it in the same financial position it would have been in 
without group relief. 

It so happens that the subsidiary had previously made a 
scrip issue, the parent company receiving its due proportion. 


‘The subsidiary has paid reasonable dividends out of current- 


earnings year by year, as it must do in the interest of its 
minority shareholders. 

Although the subsidiary earned substantial profits i in 1967, 
in the Revenue’s view, those profits rank as ‘nil’ for purposes 
of the section 65 calculations, with the result that the 1967 
dividend almost exhausted the post-acquisition | profits in 
respect of the scrip issue, if calculated on the ‘Inland 
Revenue’s basis. 

It follows that if group relief is claimed by the subsidiary 
for 1968 part of any dividend received by the parent company 
in respect of that year will rank as a capital distribution for 
capital gains tax purposes. Because of this it will not be 
possible for losses to be surrendered to the subsidiary com- 
pany for group relief purposes subsequent to 1967. 


Finance Act 1965: section 75 


(vi) The accountancy bodies wish to repeat a previous 
submission that section 75 should not be applied to loans 
made to the personal representatives of a deceased partici- 
pator for the payment of estate duty. The use of the phrase 
‘an individual who is a participator’ in section 75 (i) may be 
said to take such loans outside the scope of the section and 
the views of the board on this would be appreciated. 


Finance Act 1965: section 77 — Shortfall in 
distributions of close company 


(vii) The Revenue suggested to the accountancy bodies, in 


response to their submission that moribund and dormant 
_ companies should be excluded from the definition of ‘asso- 


ciated company’ for the purposes of section 77 (2), that the 
remedy was for such companies to be wound up. It. is 
pointed out that. there may be excellent commercial reasons 
which would make this course impracticable: for example 


there may be a need for the dormant company to exist for 


d 
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the purposes of keeping alive a name or trade-mark. It is 
therefore submitted that this point should be re-examined. 
The accountancy bodies also wish to submit that the relief 
provided for companies not having associated companies in 
the proviso to section 77 (2) should be extended to groups of 
companies to cover those cases where the aggregate estate 
or trading income of the group is less than £9,000. 


Finance Act 1965: section 84 — Transitional 
relief for existing companies with overseas 
trading income 


(viii) The accountancy bodies repeat the previous submis- 
sion that income from overseas should be relieved under 
- double taxation agreements up to the combined rate of cor- 
poration tax and income tax or alternatively that ‘overspill 
relief’? should be made permanent. 


Finance Act 1965: section 87 — Transitional 
‘relief for existing companies on cessation of 
trade etc. 


(ix) The accountancy bodies repeat the views previously 
expressed on the injustice of the limits imposed on this 
transitional relief and again submit that no time limit should 
be set on the availability of cessation relief. It should be 
available whenever cessation occurs without any fixed time 
limit or tapering off. 


Finance Act 1965: Schedule 6, paragraph 4 (1) (b) 


(x) The accountancy bodies understand that the effect 
of this paragraph is that interest charges relating to develop- 
ments, if capitalized, are not allowed in computing the charge- 
able capital gain on a subsequent realization of the asset. As 
such interest charges are not allowed for purposes of the 
corporation tax, the resulting situation appears inequitable as 
involving an element of double taxation. It is understood 
that the Revenue agree that, as the law stands, interest 
charges relating to development do not rank as expenditure 
allowable in computing a gain on the subsequent realization 
of the asset. he accountancy bodies submit that amending 
legislation should be SE to exclude the element of double 
taxation. 


Finance Act 1965: Schedule 6, paragraph 25 — 
Election for valuation on April 6th, 1965 


(xi) The accountancy bodies have previously submitted 
that the election for valuation on April 6th, 196 5; should be 
revocable and desire to return to this point which is one which 
continues to cause considerable disgruntlement among tax- 
payers and their advisers, as is evidenced by the number of 
occasions on which this matter is referred to the accountancy 
bodies by their members. The time spent in making valua- 
tions which were never used would, it is submitted, be 
limited if the right to revoke the election were restricted 
to those cases where the use of the Budget day valuation gives 
rise to a liability 10 per cent greater in amount than that 
computed on the time-apportionment basis. 


Finance Act 1965: . Schedule 6, paragraph 27 (1) 
— Reorganization of share capital 


- (xii) The accountancy bodies have previously submitted 
that it is inequitable that in cases where unquoted shares 
have been concerned in a reorganization prior to April 6th 
1967, the application of the time-apportionment basis should 
be excluded. It is submitted that the deemed disposal and 
re-acquisition should be treated as occurring on the date of 
the last reorganization prior to April 6th, 1965, and not on 
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April 6th, 1965. It was understood that this submission 
would be further considered by the Revenue and the ac- 
countancy bodies would appreciate information as to the 
outcome of this consideration. 


Finance Act 1965: Schedule 7, paragraphs 4-7 


(xiii) These paragraphs offer deferment of a capital gains 
tax liability in a variety of circumstances, for example where 
as a result of reconstruction, conversion, or amalgamation, 
a shareholder receives shares in the same or another company 
in substitution for, or in addition to, his original holding. One 
circumstance which does not appear to be covered, however, 
is the liquidation of a holding company where shares in one 
or more subsidiaries are distributed to the members in specie 
(that being the only distribution). There is for all practical 
purposes, no realization of the underlying investment, and 
the shareholders are in no better position to meet a capital 
gains tax liability (unless they sell some of the holding in 
which case a short-term gain may arise) than they are in the 
circumstances of paragraphs 4 to 7, which, it is again sub- 
mitted, should be extended to cover this point. 


Finance Act 1965: Schedule 7, paragraph 11 — 
Debts: exclusion of chargeable gains on 
disposal except debts on a security: 
paragraph 5 — Definition of security 


(xiv) The submission is repeated that losses on loans which 
are associated with the shares in a company as part of the 
method of financing selected should rank as allowable losses. 
It is true that such loans cannot themselves give rise to 
chargeable gains, but any gain arising on the sale of the 
enterprise would be reflected in the value of the shares. On 
the other hand, the loss may exceed the total value of the 
shares thus falling upon the loans and relief for losses in such 
circumstances would appear appropriate. 


Finance Act 1965: Schedule 11, paragraph 
Meaning of distribution 


(xv) The accountancy bodies again submit that interest 
on loans or advances paid by a close company to a director/ ` 
participator or his associate should not be treated as distribu- 
tions provided that the rate of interest does not exceed a 
reasonable figure fixed for example by reference to Bank rate. 


Finance Act 1965: Schedule 13, Part I — 
Groups of companies; Finance Act 1967: 
section 20 and Schedule 10 


(xvi) The accountancy bodies submit that the following 
submissions previously made should be borne in mind in 
any ‘long-term -reappraisal of the taxation of groups of 
companies: 


(i) In computing shortfalls in the case of ‘close’ groups, 
‘requirements’ should be assessed in regard to the 
position of the group as a whole. 


(ii) In relation to subsection 7 (c) it is submitted that 
group relief should be available between UK resident 
companies if it would be available but for the non- 
resident status of some third company. 


(iii) Capital losses should be capable of being set off 
against chargeable gains of other members of a group 
of companies. 


(iv) The submission. is repeated that group relief should be 
extended to permit the ‘loss’ to be set against profits of 

‘ other companies in the group for the immediately 
preceding period (analagous to the relief granted by 
section 58 (2) of the Finance Act 1965) to the extent 
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that profits of the other companies for the concurrent 
` period are insufficient to relieve the ‘loss’. 


Finance Act 1965: Schedule 18 — Supplementary 
provisions about close companies 


(xvii) The accountancy bodies understood that the Board 
were re-examining the definition of overseas stock exchanges 
for the purpose of recognition under paragraph 1 (3) of this 
Schedule and would be interested to learn the outcome. 


FINANCE ACT 1966 


Finance Act 1966: Schedule 5, paragraph 14 — 
Bonus issues following repayment of share 
capital to be treated as distributions 


(xviii) The accountancy bodies have again considered the 
implications of paragraph 1 (3) in regard to a bonus issue of 
share capital which falls to be treated as a distribution and 
‘the consequential treatment for capital gains tax of any 

subsequent disposal of the relative shares by the holder ~ 
especially where the disposal takes place at a time considerably 
later than the date of the bonus issue. They wish again to 
seek the assurance of the Board that, on a disposal of shares 
which includes a bonus issue which has been treated as a 
distribution for the purposes of Schedule F, the provisions of 
paragraph 2 (1) of Schedule 6 to the Finance Act 1965 will 
operate to exclude from the consideration such amount as 
has at the time of the bonus issue been treated as a distribu- 
tion for the purpose of Schedule F. 


FINANCE ACT 1967 
Finance Act 1967: section 20 and Schedule 10 


(xix) The accountancy bodies wish to repeat the submis- 
sion that it is anomalous that a loss sustained by a trading 
company is not available for group relief against the profits 
of the members of the consortium which owns it, indirectly, 
through an intermediate trading company which by reason 
of its trade does not fall within the definition of a holding 
company in section 20 (6) (b). The Board have asked or an 
actual example but it is regretted that the accountancy bodies 
are not at liberty to identify the particular case which gave 
rise to this submission. 


Finance Act 1967: Schedule 11 — Close 
‘companies; determination of status 


(xx) In paragraph 22 of their memorandum of submissions 
on the 1967 Finance Bill, the accountancy bodies submitted 
that paragraph 6 (3) (a) of this Schedule does not avail a 
company to which paragraph 1 (4) of Schedule 18 to the 
Finance Act 1965 applies and suggested an amendment to 
the latter paragraph as follows: 


‘A company is not to be treated as a close company in 
any case where it cannot be so treated except by taking 
as one of the participators a company which is not a close 


> 


company but so that references... .’. 


‘The Board asked for and were provided with an example 
which it was understood was being studied. ‘The accountancy 
bodies would be interested in the’ outcome. They wish to 
point out that although the company which was the subject of 
the example was not a close company, it could well become 
one if, for example, the perfectly reasonable and proper step 
of making a bonus issue of ordinary stock were taken. 


FINANCE ACT 1968 
Finance Act 1968: Schedule 12 


(xxi) The Board has previously agreed to give considera- 
tion to a submission made by the accountancy bodies that 


DH 
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Schedule 13 of the Finance Act 1965 should be amended 
on the lines of paragraph 23 (3) of Schedule 12, Finance Act 
1968 so as to preclude the operation of the principle of the 
Olive Mill case where the transferor or transferee company 
is in liquidation. The accountancy bodies would like to learn 
the outcome of this consideration. 


OTHER SUBMISSIONS 


Allowance of certain expenditure at present 
disallowed 


(xxit) The accountancy bodies have previously submittec 
that the disallowance of expenditure under the Law Shipping 
decision should be brought to an end, particularly in cases 
of reconstruction within section 61, Finance Act 1965 
An example of an hotel transferred from one company 
to another under a group reconstruction was previously 
cited. Although the Board pointed out that a disallowance 
under the Law Shipping decision may qualify for capita 
allowances, there remains a class of expenditure which is 
entirely unrelieved against any form of taxation. The 
accountancy bodies have made submissions on this genera 
point in the context of simplification; in this memor- 
andum they wish to submit that the decision should not apply 
to assets transferred from the predecessor to the successor in 
the course of a reconstruction to which section 61 applies. 


Finance Act 1960: section 28 


(xxiii) The accountancy bodies wish to repeat the following 
submissions: 


(a) Taxpayers and/or their agents should be entitled tc 
discuss, with the inspector, those cases to which it is 
thought this section may apply. 


(b) The Revenue have asked for details of cases where 
there have ‘been undue delays in administration. As 
will be imagined there is a particular unwillingness 
among taxpayers affected by this section to draw 
special attention to their circumstances and it may there- 
fore not be possible to comply with the Board’s request. 
However, the accountancy bodies know that cases ol 
undue delay exist: accordingly they submit that there 
should be a limit to the period during which the 
Revenue may furnish its counter statement to the 
tribunal in accordance with section 28 (s). 


` 


Allowances and limits SESCH in monetary 
terms í 


(xxiv) The accountancy bodies regret that no general review 
of monetary allowances and limits seems to have taken place, 
although the erosion of their value to the taxpayer continues 
as a result of continuing monetary inflation. In particular 
they again refer to the £2,000 limit on emoluments over 
which figure expenses paid to employees must be returnec 
on form PrrD. It is submitted that the limit of £2,000, fixed 
20 years ago, no longer fulfils its original purpose of reducing 
administrative work in cases where relatively little tax can be 
involved. The accountancy bodies also wish to draw attentior 
to the erosion of the value of the limits on annual premiums 
paid by self-employed persons to provide retirement an- 
nuities set out in section 23 of the Finance Act 1956. 


Income Tax Act 1952: section 343 ~ Relief in 
respect of losses where business is transferred 
to a company 


(xxv) The accountancy bodies wish to repeat the submis- 
sion previously made that it is illogical that losses but not 
capital allowances are available for carry forward under this 
section. 
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The Accounting World 


NEW ZEALAND 


\ New President of New Zealand Society 


R H. G. F. CALLAM, F.P.A.N.Z., of Auckland, has 

been elected President of the New Zealand Society of 
Accountants for 1968-69. A partner in the firm of 
Hutchison, Elliffe, Davies, Anderson 
& Co, Mr Callam has been an active 
member of the Auckland branch 
committee, being its chairman in 
1958—59. He has been a member of the 
Council of the Society since 1960. 

A past examiner in auditing for the 
Society, Mr Callam served as vice- 
chairman and later chairman of the 
Society’s Accounting Practice Pro- 
cedure Committee. Treasurer of the 
Society from 1963-66, he has also been a member of 
several of the Society’s important committees and has 
served as chairman of the Investigation Committee. He is 
currently Chairman of the Fisheries Committee of the 
National Development Conference. 

Mr P. J. I. Olliver, F.P.A.N.Z., of Gisborne, a partner in 
the firm of McCulloch, Butler & Spence, has been elected 
Vice-President of the Socie 
' An active member of the Gisborne-East Coast branch 
committee and its chairman in 1952, Mr Olliver was elected 
to the Council in 1961. He has served on a number of the 
Society’s committees and more recently on the Investiga- 
tion Committee and the Fidelity Fund Board of Trustees. 





JAPAN 


New Audit Code Proposed 


MOVE towards improving the auditing of Japanese 

joint-stock companies was made recently by Japan’s 
Ministry of Justice when it announced a draft-code on 
auditing. 

For a number of years now many corporate accounts 
have, it seems, been distorted and a series of business irregu- 
larities have taken place — factors demanding an urgent re- 
appraisal of the country’s present system of auditing. 

Included in the Justice Ministry’s draft-code are pro- 
visions for an expansion of the powers of auditors in each 
company, the strengthening of each auditor’s independence, 
and a guarantee that large companies will be subject to 
audit by a qualified accountant. It is also proposed that an 
auditor should be empowered to request (if justified by a 


Topics of Professional Interest from Other Countries 


specific cause) the dismissal of a director or. directors, and 
that companies with a capital of Yen too million (£864,000) 
or more would be required to have their books audited 
prior to all annual general meetings. 


AUSTRALIA 


Future Tax. Controversy 


HE subject of provision in the accounts for future taxa- 

tion arising from the exercise of present tax concessions 
has recetved much prominence in Australia in recent weeks. 
This follows the qualifying of the audit report by Cooper ` 
Brothers & Co on the accounts of two leading Australian 
mining companies — Broken Hill South Ltd and Western 
Mining Corporation Ltd. 

The qualifications followed the claiming of higher pro- 
portions of expenditure on plant and mine development in 
calculating taxable income than had been charged to the 
profit and loss account before arriving at net profit. 

The companies made no provision for the future taxation 
which might arise as a result of this action. 

In the case of Broken Hill South Ltd, Cooper Brothers 
estimated that the parent company and group might need 
to provide approximately two million dollars out of the 
taxed profit of future years to cover extra tax arising from 
timing differences in depreciation and amortization for 
accounting and tax purposes of mine, plant and develop- ` 
ment expenditure. In the opinion of the auditors, a pro- 
vision of $775,000 should have been set aside for future 
income tax and profits for the year for the company, and 
the group reduced accordingly. 

It is significant that the policy of not providing for future 
taxation seems to be at variance with the policy previously 
adopted by Western Mining in 1966-67, when $125,000 
was provided for future taxation in somewhat similar cir- 
cumstances. The same company in 1963 had made a credit 
of $193,660 to a provision for income tax ~— very little 
different, in principle, from the course now suggested as 
proper by the auditors, 

The desirability of providing for future taxation when 
advantage is taken of substantial taxation concessions is 
recognized by other leading Australian companies, such as 
Ansett Transport, and Australian and Kardos Cement. 
Another leading company, Hammersley Holdings, has 
already provided 9:4 million dollars in the past 20 
months. 

Most accountancy bodies now favour, with varying 
degrees of emphasis, the procedure recommended by the 
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auditors in these cases. The Institute of Chartered Account- 
ants in Australia has already circulated an exposure draft 
of a statement which would clarify the issue for professional 
purposes, and the final terms of this statement are expected 
to be available next year. In the meantime the action of 
Cooper Brothers & Co has stimulated further thought on a 
subject of considerable importance to the profession. 

— From our correspondent in Australia. 


UNITED STATES 


Legal Attacks on Accounting Firms 


RES former president of Yale Express System Ince., 
indicted with two other officers on a charge of filing 
false financial statements, has filed suit against Messrs 
Peat, Marwick, Mitchell & Co, alleging fraud in preparing 
financial statements, reports The ‘fournal of Accountancy 
(New York). The bone senior partner in New York is 
quoted as declaring the action to be ‘completely frivolous 
. . . trying to impair the credibility of Peat, Marwick 
witnesses’ called on by the Government at the forthcoming 
trial. . 

The managing partner of Messrs Ernst & Ernst, public 
- accountants, is said to have stated that his firm is seriously 


. considering filing a counterclaim against the Westec Cor- 


poration, of Houston, for damages through.an alleged con- 
spiracy by Westec officials to conceal from the firm ‘certain 
material information that might have resulted in different 
accounting treatment had we known about it’. l 

The Westec bankruptcy trustee had filed a civil suit 
charging that 93 persons and organizations, including Messrs 
Ernst & Ernst and 18 brokerage houses, played roles in the 
Westec collapse, the losses totalling many millions of 
dollars. Though there was no prospectus in the Westec 
case, the trustee is reported as including in his argument 
the principle of the Federal Court opinion in Escott v. Bar- 
Chris. Construction Corporation, last March, where broker- 
age houses; attorneys, auditors and company directors 
shared the responsibility for false financial reporting in a 
stock prospectus. This principle is that reliance on state- 
ments of company officials, without further investigation, 
does not constitute ‘due diligence’ for an expert. 


Computer Software 


LL coding and programming costs are predominantly 
labour costs ~ the most costly and unpredictable in the 
software mix. Dun’s Review for October quotes Mr Kevin 
McLoughlin, a management information specialist, as say- 
ing that computer software ‘includes information system 
models, flow charts, record layouts, addressing and 
retrieval methods, the family of programming shortcuts 
known as compiler languages, and the machine instruction 
programs themselves’, and it is reported that software 
costs for all the IBM Series 360 computers now in operation 
will exceed $200 million by the end of this year, as against 
$60 million in 1956. For the whole industry it is said that 
from 1962 to 1966, while hardware sales rose from $4 billion 
to just over Bro billion, software sales of the five largest 
suppliers multiplied from $10°5 billion to more than 
$73 billion. 
As to. the seemingly planned obsolescence of computer 
languages, one of the ten largest companies in the US 
complained bitterly in a letter to IBM that its. new man- 
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made language would, if adopted by the company, cost at 
least $4 million in reprogramming. The basic unsolved 
dilemma is how to design hardware and software versatile 
enough to be generally marketable and yet capable of being 
tailored to the special needs of the individual user. 


Tax Allocation 


PERTINENT matter in ‘Contingencies and probabili- 

ties in financial statements’, an article by Mr Herman W. 
Bevis, C.P.A., a past Vice-President of the American 
Institute, is tax allocation. He points out, in The Journal of 
Accountancy for October, that circumstances among com- 
panies may vary all the way from certain tax paybacks in 
the next year or two to a strong probability of never having 
to make up for tax reductions, A single formula applied to 
different circumstances does not produce comparability of 
accounting results between companies. This kind of accoun- 
ting will mislead many stockbrokers, he fears, as will 
become clear if comprehensive tax allocation is allowed to 
exist for a few years. 

Mr Bevis concludes that if the American Institute’s 
Accounting Principles Board decided, as a matter of 
philosophy, that companies should reserve for paybacks of 
income tax on the basis of probabilities, it would not be 
difficult to construct the basic criteria to be followed, as it 
has already done for pensions. 

— From a North American correspondent. 


CANADA 


| Zero Defects Programmes 


HE idea that everybody makes mistakes is contested by 
the proponents of ‘Zero Defects’ programmes, In 
Industrial Canada, the journal of the Canadian Manufac- 
turers’ Association, Mr Harry McDougall ‘tells how the 
concept of ZD began in the aerospace industry and is now 
spreading through many other fields of manufacturing. 
Emphasis is changed from the detection to the prevention 
of faults by concentrating on. improving the morale of. 
employees. Beginning in 1962 in the aerospace operations 
of the US-based Martin company, the idea spread rapidly 
through the United States, Europe, and now Canada, ` 

The employee has first to be convinced of the import- 
ance of his operation. Teaser posters announce well in 
advance that ZD is coming, and an opening ceremony is 
staged with company executives and supervisors playing 
prominent roles and explaining the aims of the programme. 
It is essential that there be no pressure, the employees’ 
co-operation being gained voluntarily. Badges and stickers 
bearing the letters ZD are distributed and the employees 
aie asked to sign a pledge that they will apply ZD prin- ` 
ciples, 

From top management to the lowliest sweeper, all must 
join in. Each is encouraged to make his own observations 
and recommendations, and some form of recognition is 
given where they are acted on. Mr McDougall says that all 
companies using ZD have reported some improvement, 
ranging from minimal to startlingly great — the savings 
usually far outweighing the cost. With the US military, a ` 
ZD programme is often a contractual commitment. Some 
Do to 70 Canadian manufacturers have such a programme, 
including Ford, General Motors, Westinghouse, and 
Litton Industries. — From a Canadian correspondent. ` 
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Midland Aluminium i 

N November 2nd, 1967, Mr B. W. Sutherland, 
F.C.A., was appointed to the board of Midland 
Aluminium Ltd and elected chairman. On November 28th, 
the Central Wagon Company put in a bid for Midland 
Aluminium. The terms were twice increased but the bid 
was finally withdrawn on January 13th, 1968. ‘The substance 
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of the Midland Aluminium defence was that the company, 
following reorganization, was in a strong recovery situation 
and that 1968-69 profits would be of the order of £675,000 
to justify a total dividend of 20 per cent. 

‘That rate would restore dividend to the level ruling in 
1965-66 before the heavy setback in earnings and in divi- 
dend (to an unearned 3 per cent) in 1966-67. During the 
take-over bid defence period, 1967—68 profits were accurately 
forecast at £208,000, although the eventual make-up of 
actual profits of £211,648 was not exactly on the anticipated 
lines. 

Profits of the UK companies in the group were, at 
£207,388, some £28,000 higher than forecast while, ‘due 
to circumstances outside the company’s control’, overseas 
companies only returned £4,260 against a forecast of 
£29,000 — the main circumstances being a ‘squeeze’ in 
South Africa and inevitable problems in Nigeria. 

The cost of defending the take-over bid is included in the 
£15,243 given in the notes under the heading ‘Reserves 
and movements during 1967-68’. 


wi 


Forecast amended 


At this point, having directed attention to the notes and 
having probably led the reader into a search for the stated 





MIDLAND ALUMINIUM LIMITED AND SUBSIDIARIES 


Group Profit and Loss Account 
for the year ended 30th june 1968 


Notes 


1968 1967 
£ £ 

Sales 9,791,532 8,827,284 
Trading Profit (1967, loss) 359,172 (98,307) 
Deduct Interest Payable 147,524 128,565 
Profit before Taxation (1967, loss) 211,648 (225,872) 
Deduct Taxation (1967, recoverable) 61,310 (37,786) 
Profit after Taxation (1967, loss) 150,338 (789,086) 
Deduct Minority Interests 10,104 18,265 
Attributable to Midland Aluminium Limited 140,237 (207,351) 
Deduct Preference Dividend 36,000 36,000 
Attributable to Ordinary Shareholders 104,237 (243,351) 
Appropriations 
Ordinary Dividends 
Interim 2 per cent, (1967 3 per cent.) 21,200 31,807 
Final 4 per cent. (1967 Nil) 42,401 a. 

63,601 31,801 
Retained tn the Group 40,636 (275,152) 


Added to the Reserves 
Midland Aluminium Limited 


Subsidiaries 


118,617 
(77,981) 


ES 


(48,926) 
(226,226) 


rh 


The Highest paid Director 


Other PE 


1968 1967 

4 to 2,500 3 
2,501 to 5,000 oe — 
5,001 to 7,500 — ~ 
7,501 to 10,000 1 — 











1968 1967 
£ £ 
Sales are amounts charged to external customers 
Trading Profit is arrived at after charging: 
Hire of Plant and Machinery 32,715 31,922 
Depreciation 295,290 256,583 
Directors’ Emoluments 33,202 20,453 
` Auditors’ Fees 8,208 7,260 
/ 
Interest 
interest on 63 per cent Debenture Stock 67,500 67,500 
Bank Overdrafts 62,790 52,352 
Loans, other than Bank Overdrafts, repayable within 
five years 17,234 8,713 
447,524 128,565 
Taxation . 
Corporation Tax chargeable (1967 recoverable} 16,073 (23,525) 
, Overseas Tax chargeable v 21,237 18,639 
Taxation Equalisation 24,000 _ (32,900) 
61,310 (37,786) 
The charge for taxation takes into account relief in 
respect of exceptional stock losses shown in Reserves 
(page 869). No relief is available in respect of che loss of 
a foreign Subsidiary of £45,000 
Profit attributable to Midland Aluminium Limited 
Dealt with in the accounts of Midland Aluminium l 
Limited 218,218- 18,875 
Dealt with in the accounts of the Subsidiaries (77,981) (226,226) 
140,237 (207,357) 
Remuneration of Directors 
Fees l F 4,447 2,524 
Ocher Emoluments 27,265 14,689 
Pensions 4,490 3,240 
The above include : 
The Chairman 5,289 5,390 
The former Chairman 4,704 — 
10,164 1 0,164 


tN 
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figure, it is necessary to EE the point that although, as 
the directors say in their report, ‘the layout of the ac- 
counts has been changed in order to give a clearer presenta- 
tion of the information’, the absence of any cross-reference 


. or ‘keying’ between accounts and notes does nat exactly - 


facilitate the reading of the accounts which are otherwise 
well presented and, in the divisional reporting contained 
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in the lengthy directors’ report, extremely informative. 
_ The board, incidentally, decided to include in their 
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‘report nat only the statutory details but also other infor- 
mation and comment, and no separate chairman’s statement 
is given. Referring back to the take-over bid. and the profit 
forecast on which the defence was based, the board now 
consider it necessary to amend their forecast of 1968-69 


. profits of £075,000. 


That forecast, it should be appreciated, was almost a 
year old by the time the 1967-68 accounts reached share- 
holders. In the interim there has been a substantial reduc- 
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MIDLAND ALUMINIUM LIMITED AND SUBSIDIARIES 





30th June 1968 1968 1967 
: £ £ 
Sources of Capital 
Preference Shires 600,000 600,000 
Ordinary Shares ` 4,060,025 1,060,025 
Han "7 1,284,333 1,465,060 
Total eiert to Midland Aluminium Limited : 
Shareholders i N 2,944,358 3,125,085 
Minority Interests 278,197 161,858 
Loan Capital 4,025,000 1,025,000 
" Deferred Taxation and other liabilities. 76,309 ` 50,100 
Total | 4,323,864 4,362,043 
Employment of Capital 
Land, Buildings, Plant etc. 2,498,994 2,509,208 
Trade Investment 2,000 2,008 
Fixed Assets 2,500,994 2,51 1,208 
Current Assets 
Stocks ) 2,647,469 2,529,104 
Debtors i ` 2,261,137 1,627,872 
Bank Balances and Cash 5,069 6,787 
i 4,913,675 4,163,760 
Ciureni Liabilities 
Creditors 2,174,145 1,626,264 
Provision for Taxation . 35,358 36,584 
Bank Overdrala (secured) 944,801 755,977 
Dividend 42,401 = 
f 3,196,705 2,418,825 
‘Net Current Assets 1,716,970 1,744,935 
Premium (net) on acquisition of subsidiaries 105,900 105,900 
Total 4,323,864 4,362,043 


‘Trade Investment (Unquoted) , 


Notes 


Loan Capital 


63 per cent. Debenture Stock 1985/90 secured 1,000,000 1,000,001 


The Stock is redeernable as follows: 


1. By annual drawings at par of £25,000 in nominal 
amount of Stock commencing on 31st December 
1971, which obligation may be satisfied from Stock 
purchased in accordance with (3) below, 


2. by three months’ notice on or after iert December 
1985, at par, of the whole or any part, 


A. by purchase at any time at a price not exceeding 
102 per cent. or ; n% 


4. by repayment at par on 31st December 4990 of any 
Stock not previously repaid 


Mortgage Loan of a Subsidiary 25,000 25,00 





Ce 4,025,000  1,025,00 





Deferred Taxation and other liabilities 


Taxation deferred by Accelerated Depreciation / 
Allowances ` 


Provision for Pensions and Redundancy 4,309 ` 4,50 








2,000 John Whittaker.(Holloware) Limited Shares of £1 
each fully paid 2,000 2,06 
(Directors’ Valuation £2,000) , 


Stocks are stated at cost or net realisable value, which- 
ever is the lower, Cost includes factory: overheads 
where applicable. 


Debtors do not include any of a long term nature. 


Creditors include hire purchase liabilities of £73,235 


secured on assets of the company and accruing expenses 
x 


Provision for Taxation . 


U.K. Corporation Taxi payable January 1970 (1967, 
payable January 1968.) 18,200 25,2: 


Overseas Taxation 17,158 11,3: 








35,358 36,58 
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tion in consumers’ purchasing power and an overall 
increase in operating costs. New hire-purchase and other 
credit restrictions have to be taken into account. Group 
companies, it is pointed out, ‘are all engaged in the manu- 
facture of consumer products and it would be imprudent 
not to anticipate that their trading will be adversely affected’. 

In addition, the war in Nigeria has lasted far longer than 
was reasonably expected, as a result of which the subsidiary 
there has continued to sustain losses. In all these circum- 
stances it is probable that the original forecast will not be 
achieved, although the board consider that profits should be 
sufficient to enable them to recommend the payment of the 
forecast 20 per cent total dividend. 


Product range 


Midland Aluminium’s business is in cooking utensils and 
table-ware (Holloware Division); pressed aluminium com- 
ponents for the motor and domestic appliance industries 
and cold rolled sections for the motor and construction 
industries (Engineering Division); gas-fired boilers, central 
heating systems and gas fires (Glow-Worm Division); 
contract filling of aerosols (Aerosol Division); and, finally, 
the Overseas Division making aluminium holloware near 
Johannesburg and near Lagos. 

The directors’ report states that in December 1967 the 
boards of all the UK operating subsidiaries were re- 
organized and senior managements were appointed to them. 
Since then, the whole of the management structure has 
been reviewed and responsibilities and authority clearly 
defined. Specific problems in various companies have been, 
and are being, vigorously tackled and in certain cases con- 
sultants have been brought in — this refers in particular to 
the London Aluminium subsidiary which is part of the 
Engmeemg Division. 


Stocks reviewed 


Long-range planning is being introduced throughout the 
group and this will involve ‘not only the systematic investi- 
gation and review of the prospects and opportunities ahead 
for each division and for the group, but also the setting up of 
suitable administrative machinery to supervise and to keep 
under constant review the resulting plans and their imple- 
mentation’. 

As well as looking ahead in this way, Mr Sutherland, on 
his appointment as chairman, apparently also looked 
back, for the board’s report refers to ‘a thorough review’ 
of the stocks held at June 30th, 1967, being made during 
the year. This disclosed that, in addition to provisions made 

-at that date, further amounts should have been written off 
to SC fully the accumulation of obsolete and obsolescent 
stocks 

In addition, as a result of policy changes since that date, 
further stocks have also become redundant. A total of 
£119,638 has therefore been ‘deducted from reserves in 


respect of such stocks’. The major scope for improvement. 


in the company’s position is in the engineering division 
where, in the London Aluminium company, overall profit- 
ability depends on obtaining a substantially greater volume 
of business. Although management has gone a long way in 
securing the necessary orders, this subsidiary is the one 
most vulnerable to cuts in spending on consumer goods as 
its main customers are manufacturers of cars, washing 
machines and other domestic appliances. 


MIDLAND ALUMINIUM LIMITED AND SUBSIDIARIES 


Summary of Trading Results 1963-638 


Notes 
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Sales 


Contingent Liabilities 


Years to 30th June 


1968 


£7000 


1967 
£’000 


1966 
£°000 


1965 
£’000 


1964 


£’000 


1963 


£°000 
3,229 
1,622 


1,035 


There are contingent liabilities of Midland Aluminium Limited: 


Holloware 


3,899 


1,717 


3,172, 
2,021 


1,860 


4,013 


2,302 


4,068 
2,485 


3,485 
2,214 


2,375 
1,573 


Engineering 


a) under guarantees to the Bankers of five subsidiaries for amounts together not exceeding £456,000 (1967 


£285,000). 


2,313 


1,350 


Glow-Worm 
Aerosols 


862 
1,000 
9,794 


810 
964 


8,827 


823 
780 


621 
667 


497 
377 


7,923 


226 
6,556 


` 444 


Overseas 


b) under a guarantee for the performance by a Subsidiary of its obligations under a lease. 

















Total Sales 


9,304 10,403 


a OG RAMAN AY SRL 
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Profits (Losses) before Tax 


Future Capital Expenditure 


(86) 


11 
(273) 


188 
(82) 


274 


210 
(77) 
140 


265 
32 
140 


299 
33 
95 

(22) 
17 


Holloware 
Engineering 


Commitments for Capital Expenditure at 30th June 4968 amounted to approximately £160,000 (1967 


£120,000). 


163 ` 


Glow-Worm 
Aerosols 
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61 
(18) 


wë 


25 
42 


340 


(1) 
33 
469 


6 
4 
310 


49 
(170) 


44 
8 


Overseas 


Capital Expenditure authorised by the Directors but for which contracts had not been placed at 30th June 


1968 amounted to approximately £60,000. 




















432 


422 


Total Subsidiaries 








Holding Company Expenses 


Net Profit before deducting Tax and 


Minority Interests 
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HAT is bad for the economy is good for equities but 

what is good for the economy is better still, seems to 
be the current way of stock-market thinking. Bad cause, 
as equity investors have learnt to their advantage, has good 
effect on equities — and the bad ‘cause of an economy 
‘blown off course’ to the point of devalued sterling was the 
basis of the equity boom which burst with The Financial 
Times share index around the 525 mark. 

Now, with the index looking at 500 again, it is apparently 
being argued — by the token of the good-looking November 
trade figures and a third-quarter balance of payments sur- 
plus — that a good result of the prospect of firmer sterling 
and the prospect of an economic ‘on course’ will be that 
equities ought to rise higher still. 

In theory at any rate, equities — if the economy in 1969 is 
going to be on the right lines: in terms of an achieved 
balance of payments surplus via extreme credit restriction — 
are too high on an index basis of close on 500. But theory 
is counter-balanced by a combination of fear and weight of 
money. 

Lloyds Bank has attracted close on Zo million of 
investment money by launching its Second Unit Trust. 
There are other ‘growth’ unit trust offers which can be 
expected to attract further substantial investment money 
sums. 

$ $ GE 


HE new year could open with unit trusts having £30 to 
£40 million of new money needing to be invested. 
„Although investments will be phased, there is no doubt 
that this amount of money basically chasing the old familiar 
portfolios of growth equities, will help keep the market 
from flagging even if it does not force it higher. 
Over the past few months there has been a fair amount 
of institutional equity unloading, and if the gilt-edged 
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market — and the fixed interest market as a whole — proves 
to have bottomed out, then the institutions will go into 
fixed interest stocks for portfolio yield sweetening purposes. 

That may well leave the unit trusts buying against them- 
selves and becoming the main props of the market. 


Ké x * K 


"DAUMOURI is not a word mentioned lightly in the 

City these days but rumour of take-over operations is 
so often proved correct that one often wonders why com- 
panies ever bother to deny them. Company directors might 
even be well advised to follow the ICI line of ‘we never 
comment on market rumours’. 

There could have been nothing more vehement than the 
denials from both Shell and British Leyland of the stock 
market’s rumours of a merger between the two groups. 
But for all the notice the market took at the time, the 
company ‘spokesmen’ might well have saved their breath. 


š l 
KN * - X * 


OTHING cuts less City ice than Government ideas 

of long-range industrial economic planning. So many 
of the national plans have proved Whitehall hopes which 
have failed to take into account Westminster horrors, that 
the latest ideas of some kind of outline plan for an outline 
plan of a possible National Plan can hardly be taken seri- 
ously. One has only to look back over-the past two years of 
changes in taxation and credit conditions to appreciate that 
planning on the grand economic scale can only be a White- 


‘hall exercise in hope. There is always that inevitable 


Whitehall rider of ‘other things being equal’. The trouble, is 
they never are. 


RATES AND PRICES 


Closing prices, Monday, December 16th, 1968 


Tax Reserve Certificates: (28.8.68) Companies 4$% ; 
3% surrendered for cash; Personal 4% 


Bank Rate 
Jan. 26, 1967 64% Nov. 9, 1967 , 64% 
Mar. 16, 1967 6% Nov. 18, 1967 .. ve 8% 
May 4, 1967 54% March 21, 1968 74% 
Oct. 19, 1967 6% Sept. 19, 1968 .. 7% 
Treasury Bills l 
Oct. 11 £6 10s 679d% Nov. 15 .. £6 12s 6:03d% 
Oct. 18 £6 oe 10°44d% Nov. 22 .. £6 16s 668d% 
Oct. 25 £6 gs 10°28d% Nov. 29 .. £6 15s 9°47d% 
Nov.1 .. £6 115 0°67d% Dec. 6 .. £6 16s 11°07d% 
Nov.8 .. £6 115 5:81d% Dec. 13 .. £6 158 11°39d% 
l Money Rates 
Day to day 58-62% Bank Bills 
o days S 54—64% 2 months .. +745 % 
Fine Trade Bills 3 months’ .. 74-74%:% 
3 months 84-84% 4 months .. ae 
4 months 84-83%, 6 months - 74-78% 
6 months 84-90% ; 


Foreign Exchanges 
New York .. 2°38 45 Frankfurt ag 9'51% 
Montreal 2°55 Milan Gg 1488 
Amsterdam 8°59 & Oslo 17'02ł 
Brussels I119'20$ Paris 11°80 8. 
Copenhagen 17°86% Zürich I10'24$ 
Gilt-edged 

Consols 4%. sit Funding 6% 1993 78% 
Consols 24% 314, Savings 3% 60-70 .. 92% 
Conversion 34% 443 Savings 3% 65-75 .. 75 
Conversion 5% 1971 93% Treasury 64% 1976 95$ 
Conversion 54% 1974 88 Treasury 34% 77-80 684 
Conversion 6% 1972 94% Treasury 34% 79-81 674 


Funding 33% 99-04 49 - ‘Treasury 5% 86-89. 70 


Funding 4% 60-90 964 Treasury 54% 08-12 "ot 

Funding 54% 78-80 . 794 ‘Treasury 24% STE: 
Funding 54% 82-84 77% Victory 4%.. -> +. ‘97% 
Funding 54% 87-91 - 76% War Loan 34% .. 43% 
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Taxation 


Cases 


Full reports of the cases summarized in these columns 
will be published, with Notes on the Judgments, in 
He ‘Annotated Tax Cases’ 





Wells v. Croydon Commissioners 


In the High Court of Justice (Chancery Division) — 
(Before Mr Justice UNGorD-THomas) 


Income tax — Non-making of returns — Penalties ~ Summons 
received by taxpayer — Non-appearance before General 
Commissioners — Whether their decision to impose penalties 
valid — Whether amounts of penalties appropriate — Finance 
- Act 1960, section 46 (1). 


-The earlier proceedings in this case were reported in 

The Accountant, August 24th, 1968, when the case stood over 
for the EE as to the amounts of the penalties to be 
considered. 


Held: See regard to the Gene s present EH 
and on the case as a whole, the total penalties should be re- 
duced from {100 to £50. 


Chamberlain v Wisdom - 
In the Court of Appeal 
November 8th, 1969 


(Before Lord Justice Harman, Lord Justice SALMON and 
-Mr Justice Carrns) 


Income tax — Purchase of silver — Resale and further E 
— Loans at high interest — Rise in price of silver — Whether 
- adventure in nature of trade — Income Tax Act 1952, Schedule 
D, Case I. 


Mr Halpern, acting for the appellant, Mr Norman 
Wisdom, was concerned that the devaluation of the £ 
might adversely affect his client’s assets, which were worth 
£150,000 to £200,000. Mr Wisdom had a substantial in- 
come apart from investment income. Mr Halpern decided 
that a hedge against devaluation was desirable, and he decided 
to buy silver. He had checked that in the previous five years 
the price of silver had not varied by more than 2. per cent; 
and that there was no likelihood of a sudden rise or fall. 

In November 1961, Mr Halpern had an appointment 
with a firm of bullion brokers in London. Just at that time, 
and before he could keep the appointment, there was a 
sharp rise in the price of silver. Mr Halpern wished to 
purchase £200,000 worth of silver, but the brokers would 
not sell more than {£100,000 worth. The transaction was 
financed: by borrowed money at a high rate of interest. In 
April 1962, Mr Halpern bought £200,000 worth of silver, 
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but the brokers insisted that the previous transaction 
should be closed, and a new transaction undertaken. 
Accordingly, the first lot‘of silver was sold, and there was a 
loss of £3,000, and a new bargain was made for £200,000 
worth of silver. The brokers undertook to repurchase the 
silver at an increase of {10,000 in the price at any time 
before October 12th, 1962 ; ‘but if the price fell by more 
than 4d an ounce before that date, Mr Wisdom could be 
called upon to exercise his option, ‘and otherwise it would 
lapse. This transaction was similarly financed. 

‘There was a large increase in the price of silver in the 
autumn of 1962, and Mr Wisdom obtained a surplus of : 
£48,000 without taking into account his liability for interest. 
He had to pay-a year’s interest in any event. 

Mr Wisdom was assessed under Case I of Schedule D 
on the footing that the transaction was an adventure in the 
nature of trade. He contended that the transaction had not 
been entered into in order to make a profit, but to protect 
his assets against a loss caused by the £. The Special Com- 
missioners decided in favour of the Revenue. 


Held (reversing the judgment of Mr Justice Goff): the 
transaction was an adventure in the nature of trade, and the 


Special Commissioners’ decision was correct. 


Wood Preservation Ltd v. Prior 


In the Court of Appeal 
November 13th, 1968 


(Before Lord Donovan, Lord e Harman and Lord 
Justice WIDGERY) 


Income tax — Loss claim — Condition of purchase of shares — 
Whether same owner before and after purchase — Finance Act 
T954, section I7 


Till March 25th, 1960, not less than three-quarters of the 
share capital of the appellant company was owned by 
another company (Silexine), which was the United King- 
dom distributing agent for a German company. In account- 
ing periods to May oth, 1960, Silexine incurred losses, but 
had not obtained relief under section 342 of the Income Tax’ 
Act 1952. On or about that date Silexine assigned to the 
appellant company its goodwill and the beneficial interest 
in its trade. There was an agreement between Silexine and 
the German company giving the latter the right to terminate 
the agency agreement if the management of Silexine ceased 
to ensure the distribution of the product. 

On March 25th, 1960, another company (Ratin) offered 
to purchase all the shares in the appellant company for 27s 
each. The offer was subject to Ratin being satisfied that 
the appellant company was the only person interested in the 
tights granted by the German company for the sale of the 
product in Great Britain and the Commonwealth; and that 
within one month from the date of the acceptance of the 
offer a letter from the German company was produced con- 
firming that that company would not.consider the purchase 
to entitle it to terminate the agency agreement. On March 
31st, Ratin received qualified acceptance of its offer from 
the shareholders in the appellant company. On May 18th, 
1960, Ratin withdrew the. condition about the letter, and 
the contract became unconditional. 

The appellant company claimed loss relief under section 
342 in respect of the losses made by Silexine up to May oth, 
1960. The Inland Revenue rejected the claim on the ground 
that at a time within two years after the sale of the shares 


A EA 


December 21st, 1968 


not: less than three-fourths of the share capital of the 
appellant company did not belong to the same persons as 
within a year before the transfer; and that, therefore, 
section 17 of the Finance Act 1954 was not applicable. The 
Special Commissioners decided that there was a binding 
agreement between Silexine and Ratin on or about April 
1st, 1960, whereby the whole interest of Silexine in the 
appellant company was transferred to Ratin. They therefore 
refused the claim. 


‘Held (affirming the judgment of Mr Justice Goff): the 


Special Commissioners’ decision was correct. 


‘Salmon v. Havering Commissioners 


In the Court of Appeal 
November 14th, 1968 


oo Lord Donovan, Lord Justice Harman and Lord 
ustice WIDGERY) | 


Income tax — Penalty — Negligence — Whether certificate of 
interest refused — Whether negligence proved — Whether penalty 
excessive — Reconsideration of income in penalty proceedings 
— Income Tax Act 1952, section 501 — Finance Act T960, 
sections 47, 48, 51, 54, 56, 58, 60, 63. 

_ The taxpayer traded as a general dealer. Additional 
assessments were made on him for 1953-54 to 1958-59, 
and a first assessment for 1959-60. After the hearing on 
appeal to the Special Commissioners the assessments were 
confirmed in amounts greater than those in his returns. 
The taxpayer did not appeal against this decision. 

The Inland Revenue then instituted proceedings for 
penalties based primarily on the allegation that the tax- 
payer had in his returns understated the profits of his trade. 
These proceedings came on before the General. Commis- 
sioners for the Havering Division of Essex. Evidence was 
given by the Inspector of Taxes. No evidence was given on 
behalf of the taxpayer, but submissions were made on his 
behalf. The General Commissioners negatived any inten- 
= tion to deceive the Inland Revenue, and therefore found 
him not guilty of fraud; but they found him guilty of negli- 
gence. They awarded a penalty in respect of each year of 
£50 plus half the difference between the amount of tax 
based on the return and the amount based on the assess- 
ment, 

It was contended for the taxpayer in the High Court (1) 
that as the Special Commissioners had not given a certificate 
of interest under section 58 of the Finance Act 1960, they 
had to be treated as having made a finding of no negligence; 
(2) that the taxpayer was not liable to a penalty for 1959-60 
because there was only the first assessment for that year 
and no tax had been lost; (3) that negligence had not been 
proved for any year; (4) that the proceedings were out of 
a (5) that the penalty should be mitigated by the 

ourt. | 


Held: (1) an implication of no negligence could not be 
made merely because the Special Commissioners had not 
given a certificate for interest; (2) the fact that no additional 
assessment had to be made for a particular year did not 
prevent a penalty being imposed for that year; (3) the 
General Commissioners’ finding of negligence was not con- 
trary to the weight of evidence; (4) the amount of the 
penalty was not unreasonable, and the General Commis- 
sioners’ decision thereon could not be displaced. Only one 
set of costs was ordered against the taxpayer. 
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Callaghan v. J. G. Ingram & Sons Ltd. 


In the Court of Appeal 
November 18th, 1968 


(Before Lord Donovan, Lord Justice HARMAN and Lord 
Justice WIDGERY) 
Income tax — Succession — Changes in manufacture of product 
— Shares sold — Interval for experiment - Whether business 
suspended or permanently discontinued — Income Tax Act 
IQ52, section 130. 

The appellant company carried on for many years a 
successful business manufacturing surgical and pharma- 
ceutical products partly made of. glass and rubber. Plastics 
and similar substances became cheaper and more durable 
for the purpose, and the company incurred serious losses 
and a receiver was appointed. He sold the factory, and com- 
pletion was in September 1960. 

In May 1960, the shares in the appellant company were 
acquired by a company (Redland), which intended to go 
into the plastics field. It had for that reason recently 
acquired the shares in another company (Tuck). Redland 
caused three-quarters of the appellant company’s machin- 
ery to be moved to Tuck’s factory, the remainder being sold, 
and the appellant company continued its business there. 
In March 1961, it was decided that the appellant company’s 
products should be changed from rubber to plastics; and a 
machine for the purpose was installed in a factory belonging 
to Martindill, another subsidiary of Redland. The machine 
was paid for by Martindill. The production of rubber com- 
ponents ceased in May 1961, though the appellant company 
continued to supply customers from stock for a short time. 
Losses continued to be incurred and in March 1961, Red- 
land decided to close Tuck’s factory, and that was done in 
September 1961. The appellant company’s staff were dis- 
charged; but the sales representative was retained, and he 
worked at Tuck’s London office partly on the appellant 
company’s sales and partly on other duties. 

From September 1961 to June 1962, plastic components 


‘for the appellant company’s products were made by 


Martindill, which also assembled and packed them. These 
products were indistinguishable from the previous ones; ` 
the brand name ‘Ingram’ continued to be used; and they ` 
were accepted as identical with the previous products made 
with rubber. Marketing was carried out by the sales repre- 
sentative mentioned. The goods were invoiced and delivered 
to customers in the appellant company’s name by Red- 
land’s staff in accordance with the practice of all companies 
in the Redland group; products made by Martindill for the 
appellant company were charged to the latter at an agreed 
price; the receipts of the appellant company were from the ` 
merchanting of goods made for it by Martindill. ` 

The products made by Martindill were not entirely 
satisfactory, and on June 4th, 1962, Redland caused 
Martindill to sell to Plastage (Sussex) Ltd the machine for. 
making the plastic components, all ancillary equipment and 
moulds, all raw materials in stock, and all the issued share 
capital, for £3,500. Orders outstanding at May 31st, 1962, 
were to be satisfied by Plastage. The machine, the ancillary 
equipment, the moulds and the raw material were moved 
to Plastage’s factory, and Plastage sold them to the appellant 
company, which rented space in the factory and thereafter 
manufactured the plastic components and sold the product 
itself. The business was the same as it had been prior to 
September 1961, except that the components it manufac- 
tured were plastic instead of rubber. | 

For the appellant company it was contended that the 
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business had not been permanently discontinued despite 
any interval there may have been between September 1961 
and June 1962; that that interval was not evidence of per- 
manent discontinuance; and that the same business had 
been carried on throughout. For the Revenue it was con- 
tended that the business had ceased in September 1961, 
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and that there had been the setting-up of a new business in 
June 1962. The Special Commissioners decided in. favour / 
of the Revenue. 

Held (reversing the judgment of Mr Justice Goff): there 
had been a permanent discontinuance of the business, and 
the General Commissioners’ decision was correct. 





Correspondence 





Integration of the Profession ` ` 


SIR, ~ Many members will have read the reference to future 
plans in The Times Business News last week. The report 
not only implied that the scheme had little chance of success 
and was dragging on to ultimate failure but insinuated that 
‘officials’ were concerned ‘that the qualifications of the 
members of the other two (i.e., non-chartered) bodies would 
tend to drag down any such merged group to the lowest 
common denominator’. 


A correction to the effect that some members were 


worried but officials were not, hardly compensated for the 
inaccuracy of the original report. 

As a live issue there can and should be differing views 
about certain aspects of the proposals but denigration of 
others is the poorest argument. 

Those of us who have attended many meetings all over 
the country have been greatly encouraged by the reception 
accorded to the scheme, the constructive criticism, and 
above all, the objective approach of members, 

If the material on which the article was based was sup- 
plied by a member, at least he has failed lamentably to give 
a report which is true and fair. 


Yours faithfully, 


ROBERT McNEIL, F.c.a., 
Member of Council, 
THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND 
London EC". AND WALES. 
Sir, ~ As at present a Finals industrial A.C.C.A. student, 
I have been rather dismayed by some of the letters objecting 
to the proposed integration of the profession. 

Some of the writers of these letters seem to be so con- 
cerned with relatively minor problems and detail that the 
long-term future of the profession seems to be ill considered. 

It is perhaps this love of detail so obvious of our profes- 
sion that would seem to bog down and doom the proposed 
integration scheme. Our future is not so rosy that we should 


be too preoccupied with internal squabbles on the usual 
integration problems, e.g. status, or rather loss of it. 
Today’s accountants should think objectively about the 
future and endeavour to present their successors with a 
clear-cut, forward-looking, united profession. 
A united profession marching confidently into the 
8os and gos is surely well worth striving for. 


Yours faithfully, 


D, J. C. CUNNINGHAM. 
Kilmacolm, Renfrewshire. 


What Sort of Accountant? 


Dm, — You have been giving space recently to letters on 
amalgamations and qualifications. 

How many are in my position — who were eligible to 
take accountancy examinations but ineligible to take up 
membership? 

I passed my ICWA Final in December 1948 after only 
two years’ study but could not be elected an ACWA as I 
was not engaged in costing. I had by that time moved into 
the City and have been there ever since. 

What sort of accountant am I? Qualified or unqualified? 

I subsequently became an FCII so moved from industry 
to commerce. A neighbour of mine is an ACWA, having 
previously qualified in banking — the opposite way. 

If I had had.a degree, e.g. BA, I would still be able to 
sO BEER myself, whatever my occupation. 


Yours faithfully, 
LAURENCE W. SHIERS, : 


Kenton, Middx. P.P.P. 2, F.C.LI. 


` 


Investment Grants 


Sir, — That the Government has decided to withdraw the 
extra 5 per cent on investment grants at the end of this year 
is now common knowledge and, as expected, has drawn a 
lot of dissention from trade, including organized bodies 
of trade associations. 

Temporary concessions are obviously annoying and very 
misleading to companies concerned with the purchase of 
additional plant and machinery because so many have 
tended to rely on Government measures to aid productivity. 

D the withdrawal of any offer to help is to become a 


' regular pendulum, swinging first one way and then another, 


it simply means that there is no regulator on which to . 
depend. 
Whither industry? whither Government? 


ep 


; . Yours truly, 


Birmingham. FRANCIS B. WILLMOTT. 


December 21st, 1968 
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The Junior Members of the Profession 


London Chartered Accountant Students’ Annual Dinner 


NW a thousand members and guests attended the 
fifty-fifth annual dinner of The Chartered Accountant 
Students’ Society of London at Grosvenor House, Park 
Lane, on Monday of last week. Mr G. R. Appleyard, F.c.a., 
President of the Society, was in the chair, and among the 
principal guests were Sir Louis Gluckstein, C.B.E., T.D., 
Q.C., D.L., J.P., Chairman of the Greater London Council: 
Chancellor the Rev. E. Garth Moore, M.A., Fellow of 
Corpus Christi College, Cambridge; Sir Harold Howitt, 
G.B.E., D.S.O., M.C., D.C.L., D.L., F.C.A., J.DIP.M.A.; Mr E. W. 
Eldridge, C.B., 0.B.E., Public Trustee; Sir Arnold France, 
K.C.B., Chairman of the Board of Inland Revenue; and Sir 
Bruce Fraser, K.C.B., Comptroller and Auditor-General. 

The toast of “The Junior Members of the Profession’ 
was proposed by Chancellor Garth Moore, and Miss Ann 
Dent, Chairman of the Committee of the Society, replied 
and delighted her audience with her introductory words 
when she said they were ‘fortunate to have with them not 
the first but the second female Chairman of the CASSL, 
because’, she went on, ‘in her you have someone who has 
been brought up from birth to know that it is her duty in 
this world not to inform and instruct but to entertain and 
if possible to amuse’. 

She continued, amid laughter: 

‘In previous years you have admittedly been as well 
wined and dined but the image before you has been merely 
short back and sides and black and white — no scope at all 
for your now relaxed imaginations. This year the Com- 
mittee decided it was in your interests to colour your 
vision!’ 

Miss Dent said there were now opportunities which 





ex 


Mr G. R. Appleyard, F.C.A., President of the Society (sight) 
greets Mr Donald V. House, F.C.A., a Past President of the 
Institute. 





Mr Stanley Dixon, M.A., F.C.A., President of the Institute (right) 
in conversation with Mr George Whillans, FIR F.T.1.1., President 
of the Institute of Taxation. 


there had never been before for the student to become 
instrumental in the development of his profession. ‘The new 
scheme of which they had recently read was quite unprece- 
dented in the history of the Institute. It attempted in a 
very ambitious manner to cure all the current ills of the 
profession. 

They had been told that its basis was as a training scheme, 
and it attempted to recognize that at present the profession 
was bearing the training costs of the 70 per cent of newly- 
qualified accountants who went straight into commerce. 
She went on: 

‘In its present form the scheme has many advantages, 
but in the students’ view it has not really gone far enough 
in its educational reforms. The idea of five years and five 
exams appears to be a compromise. We must press for the 
sandwich type training with, say, two long periods of full- 
time study broken by periods of practical training.’ 


Universities and the profession 


It was particularly appropriate, said Miss Dent, that at 
this dinner they should have the toast of “lhe Junior 
Members of the Profession’ proposed by Chancellor Garth 
Moore, representing the universities, since they were now 
asking the universities to enter increasingly into their 
educational system. It was vital for the higher quality of 
student that they were hoping to attract to the profession 
that they should catch up with the other professions, such 
as Medicine and Law, that have made use of the facilities 
of university education so successfully, 
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Continuing, Miss Dent said: 

“The profession needs a far more academic approach to 
its training to generate a more interested student. At the 
moment the great majority of students are hidebound by 
the necessity to pass exams, which require little more than 
a parrot memory. And consequently they have come very 
much to grief at the Institute’s recent and welcome attempts 
to involve the student in some thinking during his examina- 
tion. 

‘In his inaugural P. D. Leake lecture, Lord Butler said 
that members of the profession should not be sealed off but 
should be qualified to talk on aspects outside their imme- 
diate sphere of interest. If they are not so qualified they will 
never be the slightest bit sympathetic to the hopes and fears 
of the rest of society. 

“Too many firms are still sending their articled clerks out 
of the office to work, hoping that they will muddle through 
as quickly and easily as possible, ensuring at least their 
inevitable boredom. They do not encourage a high standard 
of work from their students. 

“They are giving a poor training and can only afford low 
salaries. The new scheme is excellent in providing a lower 
technician qualification since it is useless to try and improve 
the quality and education of the student accountant while 
he is still burdened with the soul-destroying routine work.’ 


Stronger training regulations needed 


She did not think that the training regulations within the 
scheme were strong enough — far greater control should be 
exercised over the quality of practical experience required. 
The present admission certificate was a classical example 
of opening the door after the horse had bolted. 

And why was it necessary to continue the training con- 
tract? A form of registered training would enable the 
student to move his employment in the many cases when 
he became articled to a firm to which he was not suited or 
with a limited field of experience. Control would be 
exercised since no employer would accept a student who 
was continually changing his employment. 

‘These were all proposals at present,’ said Miss Dent, 
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The President of the Institute (/eft) talking 
to Mr C. V. Smith and Mr David Bridger, 
members of the Society. 


‘and there are many others in the scheme which would 
affect the future of the student whether the whole scheme 
went through or not. There were also proposals on which 
there was still much work to be done. 

‘This is where we can help and be constructive. Our 
opinions are badly needed and we do have the channels 
through which to voice them. The Executive Committee of 
our Union has been working hard in the past few months 
on this document, trying to interpret it for us and there is 
much in it left unsaid. The President and Council members 
have spent many hours listening to their opinions so that 
the Institute can implement this scheme for us all. We are 
delighted that the Council has agreed to the new Liaison 
Committee being set up, of students and Council members 
who will meet from time to time to discuss current activities 
and ideas. 

‘Meanwhile, our Society is trying very hard to run 
courses for its members that they will be most attracted to. 
We have had many high-powered courses this year and 
intend to concentrate hardest on what we call the applied 
sciences or our specialist courses — trying to bridge the gap 
between the bookwork and the practical applications that 
we hope to meet in the office. 

‘We are very grateful indeed to the innumerable people 
who spend so much of their valuable time giving us their 
services for these courses, and we want in the following 
year to provide courses to suit every one of our members.’ 

Proposing the toast, Chancellor Moore said he had 
already had the pleasure of seeing members of the Society 
at their annual residential courses in his college. His highly 
amusing speech was frequently punctuated with laughter 
from the audience. 

One of the few dates he could ever remember, he said, 
was 1798, ‘which some people claim was the birth of income 
tax as we now know it’. 

‘I know’, he went on, ‘that there are other claimants to 
this infamy but this is as good a claim as any, and it is a 
very interesting fact — which I only stumbled on recently — 
that at the beginning of 1798 when, you may say, income 
tax first came in, that the number of “‘registered”’ account- 
ants in London was 11. Before the close of that year it had 
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risen to 24, while today — in your Society alone — there are 
g,000 students and 2,000 qualified members.’ 

The toast of the guests was proposed by Mr Tony 
Cartmell, Immediate Past Chairman of the Committee, and 
the President of the Institute, Mr Stanley Dixon, M.A., 
F.C.A., responded. 


An accountant’s reputation 


In the course of his reply, in which Mr Dixon delighted 
his audience with amusing reminiscences of his own student 
days, he said: 

‘As you know I am in industry, and during my 35 years 
in industry I have been much audited. Nevertheless my 
experience, and the experience of my colleagues in industry, 
is that chartered accountants are gentlemen; and if you 
want to know what a gentleman is, may I refer you to the 
15th Psalm, and in particular the verse which says "he that 
sweareth unto his neighbour and disappointeth him not, 
even though it were to his own hindrance’’, which in a 
modern translation might be rendered “he that having 
decided to qualify his report sticks to his qualification even 
if it means losing the audit”; because you see that indeed is 
the foundation of the reputation of the chartered account- 
ant. 

“You will learn technical skill; you will learn judgement 
and how to deal with men; but above all you will learn the 
integrity and the ability to make independent judgements, 
which means that your judgements — your opinions — are 
relied upon by the whole of the business community. 

‘You will do that, not because you think it is expedient, 
not because it is in the narrow interests of your clients, but 
because it is right. 

‘Miss Dent, I think, referred to the perhaps out-dated 
training contract. So far from it being out-dated we 
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Sir Harold Howitt, G.B.E., D.S.0O., M.C.. DCL. LLUD, DE. 

F.C.A., J.Dip.M.A., a Past President of the Institute and of the 

Students’ Society, with Mr Henry E. Sargant, M.A., President 
of the Law Society 


believe that it is at the very root of our training, and indeed 
the basis of the Blue Book - the ‘Future Plans’ scheme — 
is that if we are going to train in industry, we intend to 
train under the same training contract, so that the account- 
ant of the future — whether he be trained on the practising 
side or on the industrial side — will be trained to the same 
high standard of ethical conduct which has been the great 
hallmark of the chartered accountant throughout the nearly 
go years of the history of our Institute.’ 





Miss Ann Dent, Chairman of the Society’s Committee, with (/eft to right) Mr Stanley Dixon; Sir Louis Gluckstein, C.B.E., T.D., Q.C., 
D.L., J.P., Chairman of the Greater London Council, and Mr G. R. Appleyard, who presided over the dinner. 
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Notes 


and 
Notices 






PROFESSIONAL NOTICES 


Messrs BRIGHT, GRAHAME, MURRAY & 
Co, Chartered Accountants, of How- 
land House, Howland Street, London 
Wi, announce the retirement of Mr 
EDGAR MISKIN, F.C.A., as a partner in 
the practice, as from December 31st, 
1968, on his accepting an industrial 
appointment overseas. 


Mr Cecit HALPERN, F.c.A. and Mr 
SIDNEY G. HALPERN, F.C.A., Chartered 
Accountants, who have been practising 
from 18 Charing Cross Road, London 
WC2z, and 3 Burystead Place, Welling- 
borough, Northants, under the style of 
Ceci. HALPERN & Co, announce that 
they have admitted into partnership 
Mr KENNETH J. BOWERS, A.C.A., who 
has been associated with the firm for 
some time. The style of the firm will 
remain unchanged. 


Messrs Haan & Co, Chartered 
Accountants, of Birmingham, an- 
nounce that on December 31st, 1968, 
Mr HersBert WILLIAM PITT, F.C.A., 
will retire from the firm, and that Mr 
NorMAN Harvey RUSSELL, F.C.A., and 
Mr Davip LLEWELLYN MORGAN, A.C.A., 
will be admitted into partnership on 
that date. Mr Pitt will continue to 
be available in a consultative capacity. 

Messrs Harris LIPMAN & Co, 
Chartered Accountants, of g Warwick 
Court, High Holborn, London WC, 
announce that as from December 
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27th, 1968, their address will be High 
Holborn House, 52-54 High Holborn, 
London ` WC, telephone o1—405 
0256/7. 

Messrs HARVEY PREEN & Co, Char- 
tered Accountants, announce with 
regret that, on medical advice, Mr 
EDGAR SHEPHERD, F.C.A. (one of the 
senior partners at their Cardiff office), 
will be retiring from practice at 
December 31st, 1968. He will remain 
available in a consultative capacity. 


Messrs PANNELL FITZPATRICK 
BELLHOUSE Mwancti & Co, Chartered 
Accountants, announce that Mr 
DouGLas JOHN FRANCIS, A.C.A., is NOW 
a partner in their Kenya and Tanzania 
firm at Flaviana Building, Boma 


Road, PO Box 180, Arusha, Tanzania. 


Messrs ALFRED Tooke & Co, 
Chartered Accountants, announce that 
on December 31st, 1968, Mr HERBERT 
WILLIAM PITT, F.c.A., will retire from 
the firm after 40 years’ service, during 
the last 31 years of which he has been 
a partner. Mr Pitr will continue to 
be available in a consultative capacity. 


APPOINTMENTS 
Mr S. R. Harding, F.c.a., a director 
of ‘Thomas Tilling Ltd, has joined the 


board of its subsidiary Cornhill Insur- 
ance Co Ltd. 





Mr S. R. Harding. 


Mr R. V. Menon. 
Mr R. V. Menon, A.C.A., chief 
accountant of ‘The Sperry and 


Hutchinson Co Ltd, has been ap- 
pointed to the board of the company. 


Mr P. Edge-Partington, F.C.A., has 
been appointed a director of Richard 
Crittall Holdings Ltd, following the 
acquisition of the company by Crown 
House Investments Ltd. 
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Mr C. A. Loveday, F.c.A., has been 
appointed financial director of Cravens 
Homalloy (Sheffield) Ltd. 


Mr F. McMullen, D.F.M., F.c.A., has 
been appointed to the board of 
Prestcold Ltd. 


Mr Edgar Miskin, F.c.a., has been 
appointed financial comptroller of the 
maintenance division (Bedek Aircraft) 
of Israel Aircraft Industries Ltd, of 
Lod, Israel. 


IN PARLIAMENT 
Special Charge 


Sir J. RopGers asked the Chancellor 
of the Exchequer what are the overall 
costs of informing taxpayers of their 
liability to special tax; and what are 

the estimated returns from this tax. 
Mr Harotp Lever: The total extra 
cost in the Surtax Office in 1968-69 
of work on the special charge is 
estimated at about £300,000. ‘This 
includes work on the collection of the 
tax, and it is not possible to segregate 
the cost of determining liabilities and 
informing the taxpayers. The yield is 
estimated at {100 million of which it 
is expected that {£70 million will be 

received in 1968-69. 

Hansard, November 27th, 1968. 
Written answers, col. 151. 


Betterment Levy: Taxation 


Mr Birren asked the Chancellor of the 
Exchequer whether under his regula- 
tions a trading company which pays 
corporation tax and betterment levy 
on profits realized on the disposal of 
property may make a deduction from 
the amount of levy; and whether the 
notes issued by the Land Commission 
indicating that this can be done in 
certain circumstances were issued with 
his approval. 

Mr HaroLD Lever: Sections 69 to 
ot and the Eighth Schedule to the 
Land Commission Act 1967 allow an 
off-set in certain limited circumstances 
of capital gains tax (or corporation tax 
on gains) charged in respect of a dis- 
posal of land, against betterment levy 
chargeable in respect of the same dis- 
posal. However, levy payable by per- 
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sons dealing in land is allowable as a 
deduction in computing their profits 
for tax purposes and no off-set of tax 
against the levy is therefore allowable. 
I am not aware of any statement to the 
contrary in official publications, but 
ii the hon. Member will inform me 
which he has in mind I will have it 


examined, 


Hansard, December 6th, 1968. 
Written answers, col. 599. 


BUSINESS MANAGEMENT AND 
COMPUTERS 


The Institute of Chartered Account- 
ants in England and Wales proposes to 
sponsor a series of three working 
sessions to be given at ‘“Datafair’ in 
Manchester on August 26th, 27th and 
28th, 1969. Papers to be presented at 
these sessions, which will be given 
under the general title of ‘Business 
management and computers’, will fall 
under the following three headings: 

Organization and control of com- 
puters. Possible topics might include: 
What went wrong?; Data processing 
controls; Auditing and computers; 
The place of the computer in the com- 
pany organization; The organization 
of the computer department; Installa- 
Don problems. 

The computer as an tnvestment. Pos- 
sible topics might include: Cost con- 
trol of computer installations; Evalua- 
ticn of equipment; The profitability 
and cost effectiveness of computer 
installations; Selecting your next com- 
puter. 

Management in the future. Possible 
topics might include: The use of 
computer models in -management; 
Irtegrated systems; Management in- 
formation systems; Expanding the 
effectiveness of management through 
camputers. 

It is expected that papers will last 
about an hour, followed by 30 minutes 
of discussion. 

Members of the Institute and of 
member firms are invited to submit 
outlines of proposed papers to the 
Secretary, The Institute of Chartered 
Accountants in England and Wales, 
City House, 56-66 Goswell Road, 
London EC1, marking the letter and 
envelope ‘Datafair’. Outlines should 
be in précis form and should not 
exceed 300 words in length. The 
SE date for précis is January 3oth, 
19 

The Papers Subcommittee will 
review précis, and the authors of those 
selected will be invited to give. their 
papers in full at ‘Datafair’. 
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It is hoped that papers will empha- 
size the practical rather than the 
theoretical aspect of computers, with 
a bias towards actual experiences. 
Pepers should be as informative as 
possible. 

The Institute’s objective in sponsor- 
ing these sessions is to emphasize the 
significant role that chartered account- 
ants are playing in the field of com- 
puters and management today. It is 
hoped that those members who are 
active in this field will respond to this 
call for papers. 


SHEFFIELD AND DISTRICT 
SOCIETY OF CHARTERED ` 
ACCOUNTANTS 
Taxation Course 


On January 7th, a one-day course on 
tax planning and close companies is to 
be held by the Sheffield and District 
Scciety of Chartered Accountants at 
the Hicks Building, Sheffield Uni- 
versity, Western Bank, Sheffield 10. 

The course will deal with such topics 
as ‘Partnership or close companies?’, 
‘Liquidation of a close company’, and 
‘Becoming a non-close company’. Part 
of the day will be spent in group dis- 
cussion which will be initiated by 
case studies. The speakers will be Mr 
J. M. Cope, B.COM., A.T.LI., and Mr 
J. P. Hardman, A.C.A. 

The fee for the course is £2 Ios, 
which includes lunch, refreshments, 
and afternoon tea. 

The course will be limited to go 
members and those wishing to attend 
shoulc submit their applications, to- 
gether with the fee, without delay, 
tc the secretary of the Society, Mr 
C. B. Shaw, F.c.a., 22 Norfolk Row, 
Sheffield Sr 2PA. 

Practising members of the Society 
are reminded that an intermediate 
revision course of two weeks for 
articled clerks is due to commence on 
Monday, February 3rd, at the Sheffield 
College of Technology. Applications 
to attend the course should be made 
direct to the college.- 


Doncaster Meeting 


The Society’s Doncaster group is 
bolding an informal luncheon meeting 
at Coopland’s Restaurant, French- 
gate, Doncaster, on Thursday, Janu- 
ary gth, at 12.30 for 1 p.m. The cost 
of the luncheon will be 175 6d per 
person and those wishing to attend 
should apply as soon as possible to 
Mr G. Lees, F.C.A., Regent Chambers, 
Hall Cross, Doncaster. 
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NORTHERN SOCIETY OF 
CHARTERED ACCOUNTANTS 


The next meeting of the Northern 
Society of Chartered Accountants will 
be held on January 13th at the County 
Hotel, Neville Street, Newcastle upon 
Tyne. 


SOUTH-WEST LONDON 
DISCUSSION GROUP 


The next meeting of the South-west 
London Discussion Group will take 
place at the Kingston Hotel, 76 Fife 
Road, Kingston upon Thames, Surrey, 
on Thursday, January gth, at 6.45 p.m. 
for 7 p.m. when there will be an “Open 
Forum’, 


BRADFORD STUDENTS’ ANNUAL 
DINNER 


‘The old barriers between solicitors, 
accountants and valuers are beginning 
to break down’, said Mr Roger 
Suddards, a Bradford solicitor, pro- 
posing the toast of The Institute of 
Chartered Accountants in England 
and Wales at the recent annual dinner 
of the Bradford and District Chartered 
Accountant Students’ Society. 

‘We should welcome this and seek 
to make the relationship between the 
various professions better’, said Mr 
Suddards, who went on: ‘I would be 
happy to see a situation where articled 
clerks in the accountancy profession 
would spend some time in a lawyer’s 
office and vice versa. If our joint 
professional bodies could organize this 
so that time spent in each other’s 
offices would be included in the articles 
it would benefit us in the future. ` 

‘Professionalism must keep up with 
the times’, said Mr Suddards, and one 
of the ways of doing this was to get a 
closer relationship between both pro- 
fessions. ‘I hope your Institute and 
mine will move forward to an easier 
and less formal relationship for the 
benefit of our clients, and the troubles 
thev face.’ 

Mr James Whitehead, F.c.a., Presi- 
dent of the Leeds, Bradford & District 
Society of Chartered Accountants, 
responded to the toast. 

Mr Peter Harland, Editor-in-Chief 
of the Telegraph and Argus, in the 
course of his reply to the toast of the 
guests, appealed to the Society to 
support the Bradford Area Develop- 
ment Association. 

Mr David Nunn, Secretary of the 
Society, and the Society’s President, 
Mr J. T. Barraclough, B.A., F.C.A., 
J.DIP.M.A., were other speakers. 
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ANOTHER DECIMAL CURRENCY 
BOOKLET 
Points for Businessmen is the title of a 
further publication issued this week by 
the Decimal Currency Board (HMSO, 
price 15). 

The booklet contains a note on 
the effect of decimal currency on 
prices prepared by the Board after 
consulting those Government depart- 
ments with responsibilities in this 
area. It is addressed specifically to 
‘those responsible for retail prices’ and 
is intended to give broad rather than 
detailed guidance on the subject. 

Those responsible for pricing struc- 
tures are advised to study the effect 
which decimalization will have on 
them. It is pointed out that they should 
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at the same time assess the possibility 
of product variation, including sizes, 
weights and packaging, bearing in 
mind the gradual change to metric 
weights and measures, The objectives 


should be, first, to determine the ap- - 


propriate pricing structure for decimal 
currency, and, secondly, to work to- 
wards that structure between now and 
D-Day so that the price conversions 
which are made on cecimalization are 
equitable to both buyer and seller. 
Various aspects of Britain’s change 
to the new currency are outlined in the 
booklet. These include an official 
shoppers’ conversion table, facts to 
remember for D-Day, accounting in 
decimals, banking effects, benefits of 
decimalization, cash handling, the 
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change-over period, notation, prices, 
staff training and stationery. 


THE ACCOUNTANT'S POCKET 
DIARY 

Users of The Accountants Pocket Diary 
are asked to note that in the table of flat- 
rate National Insurance contributions 
on page 116, the figures in the two 
inside columns relating to men under 
18 and women of 18 or over have 
inadvertently been transposed. 

Attention is also drawn to the non- 
alignment of the table of income tax 
rates and allowances on pages 162 and 
163. It is hoped that users will realize 
that on the right-hand side of the table 
they have only to count the number of 
lines down to the one required. 





Christmas Fare 


The following are the answers to the 
general knowledge questions on earlier 
pages of this issue. The initial letters 
spell: 

‘Sing a song of sixpence, 

A pocket full of rye; 

Four-and-twenty blackbirds, 

Baked in a pie.’ 


. Stylite. 

. Ivor. 

. Naseby. 

. Gordon riots. 


+. Lai DM 


. Acanthus. 


. Stigmatypy. 
. Ontology. 

. Newel. 

. Goldfish. 


Oo G-A NO Lë 


to. Offenbach. 


11. Floccinaucinihilipilification, 


12. Switzerland. 
13. Ivy. 

LA, Xerxes: 

re, Pandemonium. 
16. Edinburgh. 
17. Nescience. 


CA. 
EXAM 
PASSES 






18. Carey, Henry. 
19. Egremont, Lord. 


20. Angustifolia. 


21. Pandora. 

22. Old Curiosity Shep, The. 
23. Cardigan, Earl of. 

24. Kilimanjaro. 

25. Eliot, T. S. 

26. Trockenbeeren. 


27. Fugleman. 

28. Umber. 

29. Lenin. 

30. Lucia di Lammermoor. 


31. Ongar. 
32. Fielding, Henry. 


33. Roland (and Oliver). 
34. Yama. 
ag, Exe. 


36. Florio, John. 
37. Oregon. 

38. Ushant. 

39. Radetzky. 


40. Anthropomorphism. 
41. Nephology. 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 40 years 
of postal tuition experience and over 155,000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
Appreciation, Costing, G.C.E., Insurance, Law, Local Government, Secretaryship, etc. 


Free 100-page book (without obligation) on application to Careers Adviser 
THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION HOUSE, LONDON SW19 
Member of the Association of British Correspondence Colleges 


42. Daphne. 


43. Thoreau, H. D. 

44. Walthamstow Central. 
45. Eigg. 

46. Nostradamus. 

47. Thetis. 

48. Yale. 


49. Badminton. 

50. Lochinvar. 

51., Anti-Comintern Pact. 
52. Cythera. 

53. Kneller Hall. 

54. Black (with soot). 

55. Ibis. 

56. Rossetti, D. G. 

57. Devereux. — 

58. Scaramouch.. 


59. Balneology. 

60. Aquilegia. 

61. Kent, William. | 
62. Echo. 

63. Dempsey, Jack. 


64. Idaho. 
Ge, Northamptonshire. 


66. Aran Islands. 
67. Pari Mutuel. 


68. Incandescence. 
69. Emerson, R. W. 
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The Changing Order 


F Wordsworth thought that the world was too much with us 

in 1807, one wonders what he would have thought of the state 
cf affairs existing in 1968. We still, more than five generations 
Eater, lay waste our powers by ‘getting and spending’ unwisely 
but on a prodigal scale far beyond the poet’s wildest fancy. 
Moreover, it is wellnigh impossible nowadays to turn one’s back 
cn the world, as did Wordsworth, and live a quietly contemplative 
Efe away from it all. 

The economic necessity of having to earn a living confines 
most of us to cities. When we do escape at odd intervals, we find 
that the genuine countryside is fast disappearing under a pattern 
cf motorways and electric pylons linking sprawling new towns. 
The unpleasant sensation that we are living in a civilization 
which is changing too rapidly for our intelligences properly to 
appreciate what 1s happening is applicable to local as well as to 
clobal situations. | 

Most people reading this article are accountants and in no other 
Erofession has the character of the work involved and the con- 
Citions under which it has to be carried out altered more rapidly. 
Auditing has been supplemented by taxation and management 
consultancy. Individual accountants carve careers for themselves 
in industry, but both these and their colleagues in practice are 
kampered by the steady deluge of complicated legislation which 
comes from the Government. | 

Previously it was the job of the accountant in practice mainly 
td see that his clients kept within the well-defined boundaries of 
tne law. Now, first of all, he has to interpret for them the laws 
vithin which they must keep. This additional chore may be lucra- 
tve but it is very exacting in that the accountant himself has to 
familiarize himself with a vast corpus of knowledge much of which 
may well be transient because, next to making new laws, it would 
szem that the delight of every Government is to have existing 
ones altered or superseded so as to make more room in the 
Statute Book for even more diabolically difficult regulations. 

The year just ending has been no exception to this continuing 
trend. The 1968 Finance Act, although not as tortuous as some 
o its recent predecessors, was difficult enough to assimilate and 
the current financial crisis, now with us for more than a year, has 
brought with it a further crop of rules and restrictions. The 
accountant, however, is well served in-his efforts to keep up with 
these and other happenings both by authoritative articles in the 
professional Press and by courses run by the various accountancy 
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bodies. Earlier this year we published a list of 27 such 
conferences ranging, in point of time, from March to 
December and providing a wide coverage of subjects 
with special emphasis on post-qualification training 
programmes. 

Another aid to the understanding of the problems 
inherent in modern accountancy are the occasional 
papers published by the professional bodies. Three 
notable examples of these appeared during the year 
and all of them dealt with one aspect or another of 
stock and work in progress. The first of these was a 
survey by the International Study Group (formed in 
1966 by The American Institute of Certified Public 
Accountants, The Canadian Institute of Chartered 
Accountants and the three chartered institutes of 
England and Wales, Scotland and Ireland) entitled 
Accounting and Auditing Approaches to Inventories in 
Three Nations. ‘The second was a study by the Scottish 
Institute ‘called Valuation of Stock and Work in 
Progress, and the third was one of the English Institute’s 
auditing statements with the title Attendance at Stock- 
taking. 

In commenting on the last of these we said that in 
the past, the Achilles heel of many auditors has been 
their casual attitude towards the verification of stocks. 
The appearance of three such distinguished publica- 
tions in the same year should do much to sharpen the 
auditor's appreciation of the importance of accurate 
recording, evaluating and supervisory procedures. 

By far the most important event on the constitutional 
front of the profession in 1968 was the publication 
in detail of the ‘Future Plans’ scheme which involves 
the merging of The Association of Certified and Cor- 
porate Accountants, The Institute of Cost and Works 
Accountants and The Institute of Municipal Treasurers 
and Accountants with the three Institutes of Chartered 
Accountants. The arguments for and against the 
proposals have been aired at meetings of members 
up and down the country, and our correspondence 
columns still testify to the immense interest being 
taken. It is expected that special meetings of the six 
bodies concerned will be held during the coming spring 
formally to adopt or reject the scheme and events 
thereafter will depend on the outcome of these 
resolutions. 

The crucial question, as we see it, is whether the 
mergers, if implemented, would result in raising or 
lowering the standards of the profession. By compari- 
son, nothing else matters. The Councils of the three 
enlarged chartered bodies would. clearly do their 
utmost to ensure that the existing standards of their 
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institutes did not deteriorate but opponents of the 
scheme maintain that there is a risk, albeit minimal, 
which should not be taken, at least for the present. In 
an editorial we described the scheme as a plan for 
posterity and we hope that this thought will not be 
overlooked by the 80,000 accountants who, after the 
turn of the year, have to resolve the largest constitu- 
tional question the profession has so far faced in the 
1oo-odd years of its organized history. 

- There were in 1968 two pleasing innovations which 
deserve to become regular features in the calendar of 
accountancy occasions. Neither was momentous in 
itself but each had a significance far beyond the 
immediate impact it created. One was the business 
game for sixth-formers sponsored by the English 
Institute with the co-operation of a computer company. 
The contest “contained a real intellectual challenge’, 
in which judgement was an important factor. It is and 
should be an excellent means of making schoolboys 
aware of the possibilities of a business career and of the 
related advantages inherent in an accountancy qualifi- 
cation. 

The other event was the inaugural P. D. Leake 
lecture given last month by Lord Butler on “The 
responsibilities of education’. The Master of Trinity 
stressed the need to strengthen the connections between 
accountancy and the universities ‘without impoverish- 
ing the character or principles of the profession’. If the 
lectures continue on this level of excellence, the series 
should make a valuable contribution to the cultural 
philosophy of accountancy. i 

In a year of tension in which all sections cof the 
community from statesmen to students seem to have 
been at odds with society, the accountancy profession, 
by contrast, has remained calm. The only ripple of un- 
rest occurred at, of all unlikely places, the annual 
meeting of members of the English Institute last May. 
The Council, shaken at the time by the demands for 
reform made by a vociferous minority, has now regained 
its equilibrium. The moral to be drawn from the incident 
is that in any democratic body (be it political or profes- 
sional) the conduct of its affairs cannot be left entirely 
to a few people but must be the constant concern of 
every member. This applies not only to domestic 
affairs but also to the corporate image presented to the 
world at large. For this reason, it is vital that every one 
of the 80,000 accountants to whom we referred above 
considers with the utmost care the merger proposals 
and votes in accordance with his conscience. If they 
all do so, then somehow, by the curious but comforting 
ways of democracy, the right decision should emerge. 
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Fenth International Congress of 
Accountants 


NAR R. A. IRISH, ong, F.c.a.(AUST.), is to be 
President of the Tenth International Congress of 
Accountants to be held in Sydney, Australia, in 
October 1972 under the auspices of The Institute of 
Chaztered Accountants in Australia and the Australian 
Socizty of Accountants. The Vice-President of the 
Conzress will be Mr G. W. Bottrill, F.as.a., and the 
Treesurer Mr G. W. Kelleher, F.c.a.(ausr.). 

A. former President of the Australian Institute, Mr 
Irisk is a partner in the firm of Irish, Young & 
Outhwaite, Chartered Accountants, and is a well- 
known figure in the accountancy profession and 
business circles. Mr Bottrill is deputy chairman of 
Phil:ps Industries Ltd and currently a Vice-President 
of the Australian Society, while Mr Kelleher is a 
partner in the firm of Peat, Marwick, Mitchell & Co, 
Chactered Accountants, of Sydney. 

. ‘Financial measurement and communication’ is con- 
templated as the theme of the technical programme. 
This. theme is of great public importance to the 60 
nations expected to be represented at the Congress. 
Authors and commentators will be selected to achieve 
the widest possible international coverage of related 
topics. 

An important change is proposed in the format of the 
technical sessions with the object of providing for a 
greazer degree of personal participation by individual 
registrants at the Congress. This will be achieved by 
arranging for the main papers to be first discussed in 
study groups. Conclusions of study groups will then 
be summed up by the authors of main papers and com- 
mentaries at subsequent short plenary sessions. Conse- 
quently, greater emphasis will be given to discussions 
in small groups than at large plenary sessions. 

Members of the Congress Committee which will be 
responsible for the direction and co-ordination of the 
overall organization are: Mr C. W. Andersen (Executive 
Director, Australian Society of Accountants), Chairman, 
aad Messrs A. F. Batley (Priestley and Morris, Char- 
tered Accountants), P. J. Davidson (Spry Walker & Co, 
Chartered Accountants), J. N. Miles (Cooper Brothers 
& Co, Chartered Accountants), G. H. Peterson (W. D. 
Scot: & Co Pty Ltd, Management Consultants) and 
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E. W. Waldron (Finance Director, Philips Electrical 
Pty Ltd), with the President, Vice-President and 
Treasurer as ex officio members. 


Tax Advantage Direction Discharged 


HERE seems to be no limit to the enthusiasm of the 

Inland Revenue for making directions under the 
notorious section 28 of the Finance Act 1960. A par- 
ticularly remarkable direction was the subject of an 
appeal to the High Court last week in CIR v. 
Kleinwort Benson Ltd. 

The company is a merchant bank carrying on 
business, izter alia, as a dealer in securities. In October 
and November 1962 it bought, by way of trade, 
certain debenture stock of E.C. Holdings Ltd for 
£305,101. In the same November it received arrears 
of interest on the stock amounting to £185,761 gross, 
from which standard rate tax was deducted. Again, 
in the same month it received a further £148,286, 
being repayment of the principal together with a 
premium on redemption. Taking the interest at its 
gross amount the company thus received £334,030 
in all. 

In accordance with the practice explained in FS. 
Securities Ltd v. CIR (43 ATC 156), the taxed 
interest was excluded from the computation of the 
company’s profit for tax purposes. On that footing, 
the transaction showed a loss of £156,832 but there 
was no overall loss in the company’s accounts. Ac- 
cordingly, the company paid tax on its actual money 
profit of £29,000. 

The Revenue made a section 28 direction requiring 
tax on the £156,832, on the ground that there was a 
tax advantage in the circumstances set out in paragraph 
(b) of section 28 (2), i.e., that the company was entitled 
to a deduction in respect of a ‘fall in value’ of the stock. 
The Special Commissioners discharged the direction 
and the Revenue appealed to the High Court. 
Dismissing their appeal Mr Justice Cross, as reported 
in The Times, December roth, said that he could not 
construe the words ‘fall in value’ as covering the 
present case where the stock was paid off. He also 
upheld the Special Commissioners’ decision that the 
obtaining of a tax advantage was not a main object of 
the transaction. It was an ordinary commercial 
transaction. 


Law Society Presses for Tax Reform 


T Council of the Law Society has again added 
its weight to the efforts of the professional account- 
ancy bodies, in submitting a memorandum to the 
Treasury and to the Board of Inland Revenue on the 
reform of revenue law. The memorandum puts sim- 
plication as the primary objective, as did the Society’s 
earlier memorandum submitted last year. In one 
respect the earlier memorandum is being met, for 
the. Law -Commission are hoping to complete the 
consolidation of the Acts relating to income tax and 
corporation..tax in time for a Bill to be ready for 
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introduction in the autumn of 1969. The new memor- 
andum urges that the Commission should consult 
with experts nominated by the Council and by other 
professional bodies. 

On income tax the memorandum asks for a re- 
examination of the practice of aggregating the income 
of husband and wife and, of course, of section 15 of 
the Finance Act 1968. It also provides for wider relief 
for premiums for securing pensions for the self- 
employed. Unsolved capital gains tax problems are 
delaying the distributing of assets by trustees and the 
Council of the Society would like machinery for 
certificates to be issued to trustees so that they can 
distribute without being left with personal liability. 
The memorandum also asks for relief on transfer 
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between employees’ benefit and pension funds and 
for loss relief where money is lent by way of investment 
and is lost. There are various suggestions for the miti- 
gation of corporation tax on close companies, par- 
ticularly the restriction on directors’ remuneration. 

For estate duty it is suggested that the exemption 
limit be doubled to {10,000 and that the rate should 
vary for different slices of estate, as in the case of surtax. 
It is suggested that the surviving spouse exemption be 
given on the first death and that there should be special 
relief where a dwelling-house passes to a surviving 
spouse. Once more the abolition of stamp duty is 
urged, failing which the exemption limit for conveyances 
on sale should go up to £7,000 and receipt duty be 
abolished. 





This 1s My Life 


by An Industrious Accountant 


HE few days before the year-end are usually 

fairly slack, the volume of sales having diminished 
down to a mere trickle pending the January bargains, 
so I was spending half an hour looking through my 
personal filing cabinet. Paper naturally accumulates. 
In fact, if it wasn’t for an occasional ruthless thinning- 
out of old letters there would be more cabinets than 
clerks in the office. 

I chanced suddenly upon some very old files. They 
recorded the founding, nearly twenty years ago, of 
our local C.A.s group. Becoming concerned and 
somewhat jealous at the reports of successful activities 
organized by the incorporated and the certified 
accountants of the town — both bodies outnumbering 
us considerably — we had resolved to abandon our 
traditional policy of aloofness. The, until then, almost 
entire absence of either functions or lectures had hurt 
us in prestige and pride alike. l 

So we formed a group, together with a working 
committee of which I was a member. Improve our 
public image was our motto; make our name ring 
throughout the neighbourhood; maximize our status 
and rally the big industrialists to our standards! 

We had a distinguished precedent, of course. In 
July 1660, Samuel Pepys relates, he met with Mr 
Cooling, my Lord Chamberlain’s secretary, ‘who took 
me to dinner among the gentlemen waiters, and after 
dinner into the wine-cellar. He told me how he had a 
project for all us secretaries to join together and get 
money by bringing all business into our hands.’ 
Clearly the closed-shop principle has a long history. 

But to recall all the work that went into our working 
committee! It comprised fourtzen of us, meeting at 
least once a fortnight, planning late into the night, 


deeply involved in numerous ambitious designs. There 
were luncheon meetings, and annual dinners — with 
arguments over prices, menus, entertainers, and 
whether ‘stag’ or mixed. There were dances (fortun- 
ately fully mixed!) and programmes of lecturers — 
who didn’t always turn up. When they did, there were 
major campaigns to ensure that their audiences turned 
up as well. 

We organized ‘grinds’ for articled clerks and talks 
on accountancy for pupils of neighbouring schools. 
We had annual elections for the chairman’s post — 
marked alternately by apathy and skullduggery. We 
had problems of finance; we had problems of protocol. 
Should we extend an invitation to the Cost-and- 
Works men to a joint panel discussion? Should we pull 
strings to get an invitation from the local Chamber of 
Commerce to their annual dinner? 

We formed friendships which lasted for decades 
and enmities which were savage but short-lived. When 
Jobn over-charged exorbitantly for his trip to London; 
when Charles and Jimmy both wanted the committee 
secretaryship the same year; when Tom sneered at 
Institute out-of-date old-fogeyism in a public debate 
... well, nature red in tooth and claw took over from 
civilized refinement. 

But all over the country hundreds of similar com- 
mittees were writing, telephoning and talking about 
identical problems. It’s an occupational hazard of the 
profession, though its value is incalculable. 

The sad thing is that so few of our original com- 
mittee are left. Three died, two retired, five moved 
away to work elsewhere . . . never to meet again. Only 
the old faded pages are left to record in dry succinct 
minutes all the work that was done; not, however, 
the warm energy and enthusiasm that was spent so 
freely to promote the profession. 

There seemed to be no point in retaining the files 
but it somehow gave me a pang to have them destroyed. 
Like burving somebody, even if he’s not forgotten. 
Like all the other auld acquaintances that we bring to 
mind this week. 


December 2&th, 1968 
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Cancelling Tax Advantages 


Section 28 of the Finance Act 1960 


KR Part V of the Accountants Joint Parliamentary 
Committee’s recent submissions to the Chancellor 
(Tae Accountant, November 16th), it is observed that the 
provisions of section 28 of the Finance Act 1960 provide 
an excellent example of failure to implement the canons 
of certainty and equity. Unfortunately the continued 
existence of such examples in other Āelds of taxation 
Suggests that it is premature to expec: the demise of 
section 28. A further reference to section 28 occurs in 
the submissions to the Chairman of the Board of Inland 
Revenue reproduced in last week’s issue. 

The memorandum takes exception to the failure to 
sp2cify the mischiefs at which the section 28 provisions 
are aimed and to indicate how they are zo be corrected, 
the phrase ‘tax advantages’ used in the Act being 
described as ‘tendentious’. ‘The Concise Oxford Diction- 
ary identifies the meaning of this (derogatory) adjective 
as ‘having an underlying purpose’ and ‘calculated to 
acvance a cause’. Few would doubt that any component 
cf section 28 is calculated to advance the cause of the 
Inland Revenue and to frustrate the tactics of their 
cpponents (knavish tricks, if a derogatory expression is 
required) but it is less obvicus that the section as a 
whole has an underlying purpose. 

Section 28 is one of a fasciculus of sections in Part I] 
o the Finance Act 1960 which sought to limit the 
erosion of the income tax base throug. various devices 
for converting income into czpital. For good measure, 
it also included section 31 which extended the time limits 
for the legislation directed egainst the conversion of 
capital into income in the manner disadvantageous to 
the Revenue known as ‘dividend-stripping’. 


Objectives aimed at 


The task of construing section 28 first fell to Mr 
Justice Ungoed-Thomas in CIR v. Parker (43 ATC 
294) where he ruled against the Special Commissioners’ 
finding that no ‘tax advantage’ was present. This 
decision was reversed by the Court of Appeal (44 ATC 
17) where Lord Denning, M.R., commented that it 
was quite plain that the main brunt of section 28 was 
directed to the well-known operation of dividend- 
stripping, and in interpreting its residual application 
he declared that dividend-stripping was the general 
mischief which section 28 was designed to hit, not the 
redemption of debentures. 

In a dissenting judgment, Diplock, L.J., observed 
chat it would be a poor compliment to the draftsman 
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of a section of the Finance Act 1960, if the Court were 
to be unanimous as to its meaning. Appropriately 
enough, therefore, it was by a majority of three to two 
that the House of Lords once more turned the tables 
(45 ATC 1). Viscount Dilhorne recorded his disagree- 
ment with the mention of dividend-stripping as the 
mischief aimed at and emphasized the paramountcy of 
the introductory general reference in section 28 to a 
transaction in securities (or the combined effect of two 
or more such transactions). 


Transaction in securities 


Section 43 (4) of the Finance Act 1960 interprets 
‘securities’ as including ‘shares’ which, except where 
the context otherwise requires, includes stock. A 
‘transaction in securities’ includes transactions — of 
whatever description — relating to securities. The 
generality of these words is not cut down by the par- 
ticular mention of the purchase, sale or exchange of 
securities; the issuing or securing the issue of new 
securities or applying or subscribing for them; and the 
altering, or securing the alteration of, the rights 
attached to securities. 

A ‘tax advantage’ means a relief (or increased relief) 
from income tax; a repayment (or increased repayment) 
of income tax; the avoidance or reduction of an assess- 
ment to income tax; and the avoidance of a possible 
assessment to income tax. It is contemplated that the 
avoidance or reduction may be effected by receipts 
accruing in such a way that the recipient does not pay 
or bear tax on them, or by a deduction in computing 
profits or gains. 

Section 28 does not bite if the transactions in 
securities were carried out and any relevant change (in 


‘the nature of any activities carried on by a person) 


effected before April 5th, 1960. A change is relevant if 
necessary in order that the tax advantage should be 
obtainable. An exception is also provided for certain 
‘innocent’ circumstances which will be discussed 
below. Subject to these provisos, the section applies 
where in the prescribed classes of circumstances and 
as a consequence of transactions in securities a person 
is in a position to obtain, or has obtained, a tax 
advantage. 

Some of the initial perplexity as to the scope of 
section 28 might have been avoided if regard had been 
paid to the observations of the Royal Commission on 
gratuitous issues generally. Older readers may remem- 
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ber the short-lived duty on bonus issues of securities 
introduced by section 60 of the Finance Act 1947, 
which took the form of an ad valorem stamp duty of 
4 per cent and echoes of this seem to have lingered in 
the thoughts recorded in Chapter 27 of the Commis- 
sion’s Final Report (Cmd 9474). On the whole, satis- 
faction was expressed that a claim to treat ‘bonus 
shares’ as taxable income was unjustified. 


Redemption of debentures 


However, the reasons which shielded bonus issues from 
taxation did not cover the case where profits are 
capitalized in the form of debentures or debenture 
stock (paragraph 800). The Commission had particu- 
larly in mind the case of CIR v. Fishers Executors 
(s ATC 144; 10 TC 302) which concerned a bonus 
issue of debenture stock. In the House of Lords, Lord 
Shaw of Dunfermline contrasted one view that the 
. transaction was to all intents and purposes equivalent 
to distribution in cash by the company and a receipt 
af income by the shareholder (who thereby enjoyed 
tax-free annual increments to his wealth out of profits), 
with the alternative view that such economic considera- 
tions were not relevant to the Courts who had only to 
apply the law as it stood, although the situation might 
require the attention of the Executive or the Legislature. 

It was precisely this need for attention which the 
Royal Commission emphasized, declaring that the true 
analogy of such a bonus debenture issue was with a 
dividend effected by the delivery ot goods or securities 
in specie instead of in. money. The Commission’s 
recommendation was that the law should be changed 
and it seems scarcely surprising that the Parker case 
was the first publicized effect of section 28 of the 
Finance Act 1960. 


Prescribed circumstances 


The classes of circumstances outlined in sub-para- 
graphs 2 (a), (6) and (c) are easily recognizable in the 
context of dividend-stripping, although the introduc- 
tory words ‘in connection with the distribution of 
profits’ which also occur in (d) were said to be difficult 
- to understand when considered by Lord Upjohn in 
Cleary v. C.I.R. (46 ATC 51). It is contemplated that 
in that connection or in connection with the sale or 
purchase of securities (being a sale or purchase fol- 
lowed by the purchase or sale of the same or other 
securities), the person in question will stand to benefit 
in one of two ways. 

The earlier dividend-stripping legislation now re- 
flected in section 65 of the Finance Act 1965 was con- 
cerned, first, with dealers in securities (subsection 
(2)),-then with traders generally who cashed losses 
through dividend-stripping (subsection (4)), and 
thirdly with charities, superannuation funds and other 
exempt funds in a position to raid the revenue collected 
by the Treasury (subsection (5)). The potential advan- 
tage obtainable by dealers is the target of section 28 (2) 
(b) of the Finance Act 1960 which refers to a person’s 


ACCOUNTANT 


- 


December 28th, 1968 


entitlement, in respect of securities held or sold by 
him, to a deduction in computing profits or gains by 
reason of a fall in the value of the securities resulting 
from the payment of a dividend thereon or from any 
other dealing with any assets of a company. 

The other classes of potential operators are aimed at 
by section 28 (2) (a) which refers to entitlement, by 
reason of any exemption from tax or by the setting off 
of losses against profits or income, to recover tax in 
respect of dividends received by the operator in con- 
junction with the receipt of an abnormal amount by 
way of dividend. 


Abnormal dividends 


The general rule in subsection (11) (b) of section 28 is 
that a dividend is abnormal if it substantially exceeds 
a normal return on the price paid for the securities. 
The special rule for fixed-rate dividends and interest 
appears to reflect the terms of sections 23 to 26 of the 
Finance Act 1959, which are designed to penalize the 
rather limited opportunities for stripping where securi- 
ties are re-sold within six months of purchase and the 
same source is quarried for the definition of ‘similar 
securities’. 

Section 23 (6) (di declares that securities are to be 
deemed to be similar in that context if they entitle their 
holders to the same rights against the same persons as 
to capital and interest (rights guaranteed by the Treasury 
being treated as rights against the Treasury) and the 
same remedies for the enforcement of those rights, not- 
withstanding any difference in the total nominal 
amounts of the respective securities or in the form in 
which they are held (or the manner in which they can 
be transferred). 

Hence section 28 (11) (a) designates interest or a 
fixed-rate dividend as abnormal only if there is a 
failure to retain the underlying stock for a minimum 
six months from purchase (the acquisition of an option 
to sell being equated with disposal) and even so abnor- 
mality presupposes that such a fixed-rate increment 
should substantially exceed the amount which the 
recipient would have received on a day-to-day appor- 
tionment over the period of ownership up to the due 
date. — 


The omnibus class of circumstances 


During the Second World War a recurrent theme for 
cartoonists was an omnibus bearing on its indicator 
blind a combination of numeral and letter notorious as 
designating the authority under which internment was 
ordered. Similarly one might designate as passengers 
on the (2) (d) omnibus the numerous victims brought 
within the confines of section 28 by what the allied 
accountancy bodies recently stigmatized as blanket 
anti-avoidance provisions. S| 

The ticket for a ride on the omnibus is expressed 
by the Act to be ‘a consideration which either is, 
or represents the value of, assets which are (or apart 
from anything done by the company in question would 
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Fave been) available for distribution by way of dividend, 
cr is received in respect of future receipts of the com- 
pany or is, or represents the value of, trading stock of 
the company’. The ticket is pressed into the passenger’s 
hand in such a manner ‘that he does not pay or bear 
tax on it as income’. 

Jnder the related subsection (2) (c) a perscn may 
step straight on to the bus, or he may find himself on 
it in consequence of a transaction whereby ary other 
ce is placed in one or other of the situations dis- 

ussed, at first hand, under subsections (2) (a) or 
a (b) above — dealers, exempted funds, etc. 


Humpty-Dumpty at work 


‘When I use a word,’ Humpty-Dumpty is reported to 


have said, ‘it means just what I choose it to mean — 
nether more nor less.’ In the Cleary case Lord 
Upjohn remarked that the draftsman of the exp_anatory 
sub-paragraphs (1), (11) and (iii) in section 28 (2) had 
pa:d no attention to the proper use of language in rela- 
tion to companies and their finances which hes been 
zccepted by lawyers and accountants alike for a very 
long time. The learned judge instanced the treatment 
as synonymous of profits on the left-hand side of the 
baance sheet with ‘other, assets’ which are physical 
or realizable assets on the right-hand side of the 
ba_ance sheet. ‘Income’ and ‘reserves’ suffer the same 
fate, although really sums in account. 

All the foregoing are lumped together as profits for 
reference purposes. Similarly, references to distribu- 
tions include references to transfer or realization 
(including application in discharge of liabilities). More 
intelligibly, references to the receipt of consideration 
m.clude references to the receipt of any money or 
money’s worth. 

The only saving grace is that, in the context of the 
‘ticket’ definition noted above, assets do not include 
assets which (while of a description which under the 
law of the country in which the company is incor- 
porated is available for distribution by way of d:vidend) 
are shown to represent a return of sums paid by sub- 
scribers on the issue of securities. 

It is the key phrase ‘in connection with the distri- 
bution of profits’ which decides whether a person is a 


passenger on the (2) (d) omnibus. This was sufficient ` 


to trap shareholders who sold an investment to a con- 


trclled company for full value (in Cleary) tut it is . 


important to observe that a company is only relevant 
heze if under the control (paragraph 3 of Schedule 18, 
Finance Act 1965) of not more than five persons, nor 
is it relevant if controlled by an extraneous company. 

Moreover, any other company is dealt with as if 
under the control of not more than five persons unless 
its shares or stock or.some class thereof (disregarding 
desenture stock, preferred shares or preferred stock) 
are authorized to be dealt in on a stock exchange in 
the United Kingdom and are so dealt-with in, regularly 
or from time to time. 

In CIR v. Horrocks ({1968] TR 233) a return of 


ACCOUNTANT 


‘887 


capital to shareholders following re-structuring of the 
company’s trade was followed by the making of a bonus 


issue and the distribution was held in the High Court 


to be taxable. The circumstances were the converse of 
those in CIR v. Hague ([1968] TR 193) where the 
bonus issue preceded the return of capital; although 
the technicality that the persom in question was a 
married woman saved her in that instance from section 
28, the Court of Appeal declining to follow the prece- 
dent to the contrary established in CIR v. Brook 
(46 ATC 169). However, married women are now 
liable, following various amendments effected by 
section 25 of the Finance Act 1962. 

Nevertheless, in CIR v. Brebner (46 ATC 17) the 
prospective victims were able to invoke the protection 
of a saving clause in section 28 which was found apt 
In circumstances dominated by the need to avert a 
take-over bid. Section 28 is not to bite if the person 
in question shows that the transactions under attack 
were carried out either for bona fide commercial 
reasons or in the ordinary course of making or managing 
investments, and that none of them had as their main 


object (or one of their main objects) to enable tax 


advantages to be obtained. 


Definition widened ; 


Section 39 of the Finance Act 1966 extends section 
28 as from May. 3rd, 1966. The. definition of a ‘tax 
advantage’ is widened to include the income tax under 
Schedule F attributable to a notional dividend or 
other distribution as well as surtax thereon. Authority 
is given to the placing of the responsibility for this on 
the person attacked rather than the company. On the 
other hand, the scope of an ‘abnormal dividend’ is 
narrcwed by excluding a dividend received by one 
company from another under common control so far 
as attributable to income arising after the date of asso- 
ciation, a rule with dividend-stripping analogies which 
makes use.of the method of relating income to time 
laid down in Schedule 17 to the Finance Act 1965. 

The new ‘tax advantage’ penalty takes effect only in 
the immediate context of repayment where share capital 
is in question, except for redeemable share capital. 
Section 28 also applies to personal representatives. 

A zinal word is due in favour of the draftsman who 
was not oblivious of the need to seek both equity and 
certainty when formulating his original scheme: Pro- 
vision was made for reference to a tribunal with 
functions which to the lay mind might suggest pre- 
liminary proceedings before magistrates to ascertain if 
the defendant has a case to answer. However, the 
latter’s rights at this point fall short of those which 
would be appropriate in a court of law, as illustrated in 
Wiseman v. Borneman (46 ATC 439). 

Greater certainty is obtainable by a clearance from 
the Inland Revenue for the proposed course of action 
following an application under section 28 (10) whereby 
the Board are satisfied that no counteracting notice 
ought to be given by them under subsection (3). 
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Insurance Agencies 


by Our Insurance Correspondent 

HAVING been accused of being 50 years behind 
the times, the insurance industry is making 

strenuous efforts to bring itself up to date so far as its 

outlook is concerned and in the service which it can 

provide for its policy-holders. 

In the first place, commendably, a number of com- 
panies are being more ambitious about the cover which 
they are prepared to provide. Gradually, they are ex- 
tending the scope of their policies and are making their 
contracts more flexible. Naturally, this must be under- 
taken fairly gradually since, in some cases, it is not 
possible to forecast claims experience with very much 
accuracy. 

The second area of change is in the field of adminis- 
tration. With underwriting generally having been fairly 
unprofitable in recent years, insurers are making every 
effort to reduce their administrative expenses and some 
offices have been very successful in this connection. 

There have been marked increases in productivity 
` in recent years, with considerably more business being 
handled by only slightly more members of the staffs 
of insurance companies — althcugh one must not 
forget the cost of the computers which have shouldered 
much of the burden of routine work. 


Part-time agents 


Another aspect which has hardly been touched yet is 
the question of the sales side. In the main, insurance 
tends to be sold rather than bought (although motor 
insurance, since cover of a particular kind is compul- 
sory by law, is an exception to this generalization). 
Thus it is important for the companies to be well 
represented throughout the country — particularly in 
those areas where it would not be economic for them 
to have their own men on the spct. 

For a long time, the insurance market has relied on 
the services of part-time agents — professional men who, 
in the normal course of their work, have the oppor- 
tunity to advise their clients in matters of insurance. 

This arrangement means that it has been possible to 
give a service to clients and to obtain remuneration 
from the insurers for providing it. The commission 
obtained may not, however, be particularly large and 
there are some firms who, on ethical grounds, prefer 
not to accept it. 

Gradually, however, pressures are building up to 
dispense with part-time agents. The reasons for these 
pressures are twofold. 

In the first place, some companies are disturbed at 
the commission which they are paying away and are 
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wondering whether it is really justified. Their view is 
that, overall, much of this business would probably 
come to the insurance industry anyway (if not to the 
same individual companies) even in the absence of 
part-time agents. If there was a net loss of business, 
it seems likely that this would be mainly confined to 
the smaller classes of insurance. In a way, insurers 
might be only too pleased to lose some of this business. 
At the moment, much of it is quite uneconomic. Thus, 
either they take on business which is uneconomic, or 
they make themselves rather unpopular by introducing 
minimum premiums. 

Where the continued employment of part-time 
agents would be justified economically is if it could be 
shown that the service which they provide results in a 
substantial saving in administrative costs for the insur- 


ance companies. This does not appear to be the case, 


although insurance brokers claim that, since they 
specialize in insurance, they can take much of the 
routine work off the hands of the insurers, leaving 
the latter simply to carry the risks which are presented 
to them. 


Increasing number of brokers 


It is quite certain that one of the reasons for the doubt 
about the continuance of the existing agency structure 
within the insurance industry is due to the activities 
of the insurance ‘brokers — who have increased in 
number considerably during the past few years. Rather 
naturally, they are very much on the- look-out to 
increase their business and they see every prospect of 
doing so at the expense of those professional firms 
which may have held insurance agencies for much 
longer than they themselves have been in business. 

At the moment, -it is estimated that there are in 
excess of 6,000 firms calling themselves brokers. What 
must be appreciated is that anybody can set up in 
business and call himself an insurance broker. To 
qualify for this ‘title’, he is not required to pass any 
test or examinations. 

Because there is no restriction on entry, the level of 
competence and integrity in some cases is very low 
indeed among so-called insurance brokers. If evidence 
to support this statement is needed, one has only to 
look at the failure of a number of cut-price insurance 
companies. Their .short-lived existence was due 
entirely to the activities of ‘fringe’ insurance brokers 
who were far more interested in the commission which 
they would secure (since this was higher than that 
offered by the established companies) than in obtaining 
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sound security for their clients. Those with their 
clients’ interests at heart — which included the majority 
of part-time agents who are so maligned by brokers 
generally — kept well clear of these companies even 
when their clients, tempted by the low rates of premium 
being charged, urged them to place the business with 
such companies. 


Two rates of commission 


So far, the brokers have won the first round. Some 
little time ago they persuaded the member companies 
of the Fire Offices Committee to pay two different 
rates of commission, the higher being to ‘fully servic- 
ing’ brokers (a term which automatically embraces all 
members of the recognized broking associations), and 
a lower rate to part-time agents and so-called brokers 
who, in the eyes of the companies, do not qualify for 
being called ‘fully servicing’. It is quite clear. that 
already the brokers are trying to persuade the com- 
panies to adopt the same line with accident insurance. 

Almost certainly, the aim is to squeeze out the pro- 
fessional firm from acting as an agent direct with an 
insurance company, although cutiously some brokers 
seem to think that, if they can bring this about, they 
might be able to have professional firms acting for 
them as agents. 

On the life side, which can be particularly remunera- 
tive if endowment policies are effected as collateral 
security for house purchase and if steps are taken to 
provide for estate duty, the suggestion is being put to 
brokers that they should offer to take commission from- 
the insurance companies on a level basis. The theory. ts 
that if this gained support, the companies would 
change their whole systems, and such an arrangement. 
would not be so attractive to part-time agents. 

The arrangement which is being canvassed at the 
moment is that, instead of accepting commission at the 
rate of {2 per cent on the sum assured in the first year 
and thereafter in the form of 24 per cent of each renewal 
premium, there should be a level rate of commission 
throughout the period of the policy. | 

As an alternative to this high initial commission, 
brokers are being advised to ask for 6 per cent of each 


premium, although they are being warned that some - 


companies may feel that 5 per cent is adequate. 


Reducing costs ` 


Although brokers may have some difficulty in agreeing 
the actual rate of commission, it seems quite clear that 
this alternative method of paying commission will 
appeal to the majority of insurance companies. Basically 
it will reduce the high level of costs which have to be 
set off against the initial premium. This may well 
result in it proving possible for the companies to offer 
higher surrender and loan values for policies in the 
early years. 

Although this is the plan of campaign which is 
being urged on brokers by one or two firms which have 
been taking commission in this way for many years, it 
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seems improbable that there will be any dramatic 
change. Almost certainly there are some brokers who 
would prefer the present system. Others-will not wish 
to change all their agency agreements at once, but may 
carry out a phased operation, changing EE 
with one or two companies each year. 

. It looks, therefore, as though it will be some time 
before there is any general change on the part of the 
companies. Nevertheless, it may very well come. And 
when it does come, it seems as though the specialist 
life offices might very well decide to pay a lower rate of 
commission to those agents who are not full-time : 
brokers. At the moment, however, it appears as though ` 
on life business the composite offices might pay the 
same flat rate as had been secured by brokers. 

The Association of Insurance Brokers — the most 
recently formed of the three principal broking organiza- 
tions (which, in the main, caters for the smaller firms 
of brokers) — is convinced that there must be more ` 
control of insurance intermediaries. It feels that 
registration is essential, and it cannot see any way of 
achieving results other than by Government help by 
which brokers can be controlled. 


No uniform view 


Hard as the Association has pressed this point, it has 
not had much success so far. The Board of Trade has 
said that it 1s not possible or desirable to regulate 
everything by legislation. It considers that issues of 
this sort can be regulated by voluntary action within 
the industry. So far, there is no uniform view within 
the industry, although the brokers’ organizations and the 
British Insurance Association (representing the bulk- 
of the insurance market) have formed a top-level liaison 
committee at which points such as this can be discussed. | 

The intention of the brokers is, therefore, quite 
clear, but they have only limited support at the 
moment from most of the companies. And it is the 
companies, who can grant or withdraw agencies, who 
have the last word. 

Nevertheless, it should not be forgotten that 
increasingly the newer and more progressive insurance - | 
offices are taking the view that they will grant agencies ` 
only to established brokers. One reason for this is that 
there will be fewer accounts to maintain, and the 
average volume per account should be very much 
higher than if any professional firm is granted an 
agency. Secondly, no doubt these companies feel that 
they will gain more support from brokers generally if 
they show that they are on the brokers’ side in this 
particular conflict - which may well be drawn out over 
quite a number of years. 

Probably the best way to maintain the present agency 
structure is to make it plain to the insurance com- 
panies that, ‘although one may not be fully engaged in 
insurance, at least one can provide a good service not 
only to clients but also to the insurers themselves. 
Insurance companies are much more interested at the 
moment in facts rather than theories. 
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Internal Controls 
Their Applicaton and Appraisal 


by Sir JOHN WALL, O.B.E., B.Com. 
Chairman, International Computers Ltd 


HERE can be no debate that if the UK and Western 

Europe are to take advantage of new techniques and 
technologies in industry and trade, both the objectives of 
management and the organization of management to achieve 
these objectives must develop in the same direction and at 
the same pace as the new techniques and technologies 
themselves. 

It is now generally accepted that one of the valid con- 
trasts between industry in North America and Western 
Europe is the slowness with which new techniques and 
technologies are introduced into business, whether they are 
concerned with manufacturing, : marketing, organization 
or management. This surely can only be the fault of 
management in Western Europe. 


Attitude to internal controls 


In the same way the attitude to internal controls both in 
their purpose, their application and their appraisal, must 
keep up with the pace of change elsewhere in the business. 
This is especially important in the light of the rapid rate of 
change in the whole area of information handling — its 
collection, processing and dissemination. It is only too 
easy to introduce controls which restrain initiative, new 
ideas and innovation. A car needs steering and brakes but 
both are there to get the car somewhere — not to stop it 
getting anywhere. 

There is nothing new about this latter point. After all, 
it was as long ago as 1948 that Lord Heyworth, in his 
review of the organization of Unilever, laid special emphasis 
on two points — first, that initiative is a tender plant which 
has to be cherished if it is to flourish (especially in large 
organizations), and that controls should be light and not 
restrictive of initiative. 


But the hard facts are that the battle for survival in an 


increasingly competitive world market is leading, and will 
lead, Britain into the creation of larger operating units to 
obtainthe undoubted economicand financial benefits to scale. 
But large industrial and commercial units appear to be 
prone to resist change and still more to resent innovation, to 
seek to avoid or to minimize risk-taking, to fear regular 
organizational change and to bring all these rigidities into 
their systems of control. 

There is now the additional risk that the exciting new 
developments inthe handling of information, which at 
present are rather costly and thus more likely to be adopted 
by the larger firms, can themselves lead to the imposition of 
tighter, more direct, control systems with the constant 
weakening of accountability, initiative, innovation and risk- 


The substance of a paper presented at the recent Ninth West Euro- 
pean Regional Conference of the Institute of Internal Auditors. 
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taking. Even the progressive manager may come to fear 
more immediate, more frequent and more thorough re- 
views of his decisions and of the way he reaches them unless 
he is confident that the intention is to seek for improvement 
~ without damaging the authorities and responsibilities 
entrusted to him. ) 

It would be unwise to disregard American experience 
that the real ‘pay off’ in developing large-scale Computer, 
based management information systems lies in improving 
management effectiveness and not in computerizing 
clerical and like processes. It would be a great pity if the 
undoubted value of the new management information 
services were reduced by a failure to take account of their 
influence upon responsibilities, initiative and attitude to 
change. 

If there is substantial truth in this fear about resistance 
to change — and I believe this to be so — it is vital that the 
advancing techniques and technologies in manufacturing 
and in marketing be matched by similar advances through- 
out management. The constant appraisal of controls and 
control systems has a critical role to play in this process. 


Role of internal auditor 


I do not need to emphasize the relevance of all this to the- 
role of the internal auditor in any business. Traditionally, in 
the eyes of other people, the internal auditor has tended to 
be associated with controls of a restrictive, non-risk taking 
nature. Unfortunately this belief still seems to be rather 
widespread. On the other hand, it is comforting at a time of 
much more rapid — even dramatic — changes in information 
handling with its powerful effects upon the task of the 
internal auditor, that his role as a full member of the 
management team, and especially of the management 
service unit in the business, is becoming more widely 
recognized and accepted. If this be so it will be easier to 
devise control systems which facilitate the task of the 
internal auditor without at the same time impeding the 


constant search for greater effectiveness and. efficiency. 
/ 


- 


Two categories of control 


The internal controls of a business fall into two clearly - 
defined categories but all too often with ill-defined re- 
lationships between the two. =“ 

The first category are those controls which are designed 
to secure the -financial integrity of the business; to safe- 
guarding its assets, to providing and assisting. the enforce- 
ment of a code of financial discipline so that there is proper 
control of expenditure at source, and to ensuring that 
statutory information is available in the appropriate form at 
the right time. 

This is the traditional field of activity of the internal 
auditor and is also traditionally the area of conflict in the 
process of seeking to reconcile the methods used to safe- 
guard financial integrity with the promotion of that 
managerial initiative without which maximum effectiveness 
and efficiency are likely to be difficult to achieve. 

The second category of controls is concerned with the 
financial success of the business. Here we are using control 
in its scientific sense, i.e., the regular measurement of 
performance against previously set standards of a precise or , 
less precise nature. It is in this category of control in par- 
ticular that we are seeing rapid and, indeed, exciting 
changes; new techniques of management services with their 
esoteric and often confusing names such as input/output ` 
analysis, cost effectiveness, cost-benefit analysis, value 
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analysis: and engineering, stochastic procésses, simulation, 
self-controlling processes and so on, are being made pos- 
sible by the rapid development of new information handling 
techniques based, of course, on; the computer: and “new 
improved: communication systems. 

It is here that we see the full realization of the often 
neglected fact that the productivity of management itself is 
as critical as the productivity of men and women on the shop 
floor or in the office, and that the remarkable development 
of mechanization and automation in the factory and in the 
office are being matched by equally remarkable develop- 
ments in the tools at the disposal of the manager to help 
him become more efficient and effective. And it is just here 
that we run the risk of devising and introducing forms of 
control which can diminish the desire of the manager to 
welcome change and innovation, and thus fail to bring that 
constant sense of liveliness which is so essential to the 
success of any large business. 

The role of the internal auditor in this vital area of control 
measures is unfortunately a matter of debate. I will resist 
the temptation to plunge into argument but will content my- 
self with saying that in my view the internal auditor has an 
equally full part to play in this second category of controls 
as in the first. 

I shall, indeed, devote the remainder of this paper largely 


to this second category of controls. In doing this, however, ` 


let me make two points clear. First, the controls necessary 
to safeguard the. financial integrity of the business must 
never, in my view, be allowed to occupy a secondary role in 
the management | of the business. Lord Keynes once said 
that it would be a major tragedy if we ever lost sight of the 
essential truth of the quantity theory of SE ‘Events have 
since shown how right he has been! 

It would be an equal tragedy if we ever lost sight of the 
importance of the proper control of expenditure at source. 
‘We all know how the break-even points of virtually all 
businesses have been driven up in the post-war world by 
policies to provide adequate social security and full employ- 
ment. Labour, in particular, has become a fixed rather than 
a variable cost. We equally know that until recently it was 
only too-easy to pass on increased costs in the form of 
rising prices. If policies like SET and prices and incomes 
have done nothing else, they have certainly brought home 
the need to control-expenditure at all times and at all levels. 

My second ‘point is that the rapid developments in all 
aspects of information handling have equal relevance to 
these controls as to the management controls. The raw data 
which is becoming more quickly and widely available 
clearly must be used for both categories of control. We must 
set our faces resolutely against the provision of raw data 
in separate channels for these two separate purposes. I will 
return to this point later. 

Briefly, may I here refer to the problems which arose in 
the early days of work study when only too often a number 
of separate flows of control information were moving 
through the larger businesses — often causing confusion. The 
fullest integration of control data is essential if the ob- 
jectives of management and, indeed, the purpose of the 
controls themselves are not to be observed. 


Restrictive and wasteful 


A few short comments, however, on the controls concerned 
‘ with financial integrity. It cannot be disputed that too often 
these controls — both in their form and their method of 

application — have tended to be restrictive. and wasteful. 
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They have often been used by less efficient managements as 
an excuse for resisting changes in systems and procedures 


‘designed to increase effectiveness. In this they have at 


times been aided and abetted by, some outdated internal 
auditor attitudes. 

We cannot deny that control: for control sake still- -exists 
and that audit reviews can be: used: too easily as post- 
mortems in great detail into particular-events or incidents, 
rather than as a diagnosis of the defects of existing systems 
and procedures; thus the process of: improvement is often 
impeded. In this area the auditing of .the. public-sector 
provides too many unhappy examples but the private 
sector is certainly not free from criticism. 


New methods of information. handling 

On the other hand, the progressive introduction.of new 
methods of information handling are demanding the steady 
modernization of the approach of internal auditors to these 
forms of control. But I must repeat something which mest 
of you are probably tired of hearing. A successful business 
demands the fullest possible delegation of authority and 
responsibility with the- consequential acceptable risk of 
poor decisions from time to time. It is vital that the internal 
audit programme of control to safeguard financial integrity 
should not be allowed to diminish the delegation of author- 
ity and responsibility. These controls must reflect and 
match the managerial organization of the business. They 
must not be allowed to determine that organization or its 
conduct. Only in this way can they make a full contribution 
to maximum effectiveness. 

Fortunately, the progressive internal auditor is s demon- 
strating that in his searches he is. concerned with: the 
effectiveness of the systems. and procedures and ‘not 
primarily with the particular event or incident which lead 
him to examine these systems and procedures more closely 
to see whether change is necessary. Coupled with this is the 


‘introduction of more sophisticated : sampling methods 


making use of new techniques in management services. An 
active role of the internal auditor in. participating in the - 
devising of new and appropriate systems and procedures, in 
full co-operation with the appropriate management services 
unit and the levels of management concerned, can do more 
than anything else to establish the full role of the internal 
auditor in the business. 

In brief, in applying and appraising SE in this area 
the-interrial auditor bas an active and not a.positive tole to 
play. He has to ensure that the controls, while. adequate to 
safeguard financial integrity, do not at, the same time 
impair but on the.contrary reflect adequately, the authority 
and responsibility of the managers: He has also to ensure 
that, wherever possible, raw data is not originated solely for 
this purpose but is used for and integrated into the other 
controls of the business. He has, in particular, to. demon- 
strate that he is not separate from: the business thus re- 
quiring separate control information from separate control 
channels. He must be seen ro regatd the efficiency and 
effectiveness of the. business also as one of. his’. prime 
objectives and that his controls are designed to further 
these objectives. At the same time his primary duty: to 
secure financial integrity in an ‘increasingly ia cara 
world must never be neglected. ` 

May I now turn to the controls whose purpose itis aoe 
to improve the performance of the business and thus help 
to-ensure its financial success.’ This is ari immensely wide 
and fluid subject so I shall pick only on a.few basic points: 


THE 
892. 


First, these controls are frequently not of a financial 
nature. Many of the standards set in the business must be 
set in physical and not in financial terms. (For example, 
physical output per.man hour; seconds to answer a tele- 
phone call; time to set up a machine tool and so on.) Much 
of this control information necessarily will be available 
sooner and more frequently than financial data. Nevertheless 
at the end of the day they all must have a financial outcome 
and thus need to be fed into and integrated with the net- 
work of financial control. At the same time; because they 
are not financial data they must not, as I have already 
stated, be allowed to support separate control systems which 
are not integrated at agreed points with the flow of financial 
data. 

May I repeat that all businesses, and especially the larger 
ones, run a continuous risk of developing quite separate 
-control data channels — including too often the private note- 
book in the manager’s desk which contains what he regards 
as the ‘real’ facts unlike the many others which he is 
expected to provide for other people! Again we must look at 
American experience. There, the more successful manage- 
ment. information systems insist.on a common data base 
from which information for control, planning, problem- 
finding and decision-taking is extracted, 

Secondly, this category of control must be clearly related 
to the performance of the business. They must not be 
allowed to exist in their own right for the purpose of 
particular elements in the business. Unless they can be 


clearly seen to be related to objectives which themselves ` 


are intended to further the success of the business they are 
bound to be of a restrictive, non-productive nature. We 
must accept that every statistic, every return, every piece 
of control data which cannot be seen to be related to im- 
proving the performance of a business does, in fact, reduce 
its productivity. ` 

Nor must we lose sight of the fact that the primary 
purpose of the newer more sophisticated management 
information systems is to free management from routine 
tasks so that it can concentrate on real objectives, problem 
finding, decision taking and better communication. Control 
systems must thus address themselves to this development 
and not simply to the production of more and more, even if 
better and better, information. How often have manage- 
ments which have purchased computer systems to improve 
their performance found themselves with a flood of data 
` which they had neither the time nor the need to deal with? 

Thirdly, since they involve the establishment of standards 
against which actual performance can be measured at agreed 
intervals of time, the standards themselves must be defined 
as precisely as possible and agreed at all levels with the 
people who have to meet them. 

Without digressing into the fascinating problems of the 
almost exponential growth of communication problems as 
businesses grow in size, may I make the point that effective- 
ness can be materially improved by the clearer setting of 
targets or objectives at all levels and especially at the lower 

management levels of the business. 
"There are several problems here. For example, it is often 
argued that ‘accountable management’ is applicable only 
when a genuine accounting of the operation can be affected, 
i.e., when there is a balance sheet, a profit and loss account or 
a measurement of physical output against some previously 
determined standard. This attitude is clearly not acceptable. 
Large parts of the economy — for example, especially in the 
public sector — do not operate in this way. How do you 
measure the output of the Ministry of Education and 
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Science, the Foreign Office or the Greater London Council? 

Many parts of modern business, too, do not make or sell. 
They direct, advise, plan, organize, assess people, and so on. 
But their success in carrying out these functions is just as 
vital to the increased productivity and effectiveness of a 
business as is the performance on the shop floor of the 
factory or in the office. And with the growing complexity 
and complication of business — quite apart from the 
problem of size itself — their importance. to effective and 
efficient performance ts growing all the time. 

Furthermore, the widening application of management by 
objective demonstrates beyond doubt that non-financial 
and non-physical objectives can be set and performance 
measured adequately against them. These forms of control 
have additional virtue since the management whose ob- 
jectives are being set must inevitably be involved in the 
process of setting them. Thus those who lay down the 
standards and those who are measured by their success in 
meeting them established a control ‘relationship which 
avoids much of the problem of ensuring that management 
controls do not defeat the purpose of delegation of authority 
and responsibility. 


Annual operating plan 


I have been speaking in general terms so it might be 
convenient at this stage to sketch out briefly a typical 
management control operation for a manufacturing/selling 
business. The concept of regular annual operating plans for 
a business commands fairly wide support these days, com- 
prising as it does an integrated control system based on a 
coherent unified flow of raw data. 


Commercial plan 


Typically, such an annual operating plan will include, first, 
the commercial plan, i.e., the forecast of sales by volume and 


value, an estimate of expenditure required to achieve these 


sales and thus gross profit margins, all broken down in the 

detail appropriate to the authority and responsibility of each 

level of management. From this is developed an estimate of 

profit related to turnover. In addition, a commercial plan 

should include a full analysis of the expenditure required to: 
achieve the projected sales levels. It is especially in terms of 

expenditure budgets that the closest integration with 

controls designed to ensure financial integrity is of high 

importance. , 


Financial plan 


Secondly, the annual operating plan should include the 
financial plan, i.e., the translation of commercial plans at 
all stages and at all times into financial requirements and 
availability. If financial controls are to be effective without 
at the same time being restrictive, this constant translation 
of commercial plans, objectives and performance into 
financial plans, objectives and performance is vital. 

The financial plan will indicate whether the business as a 
whole or in part is generating or absorbing cash and thus 
ensures that commercial plans are considered against the 
background of financial reality. This facilitates the proper 
provision of financtal resources for the future of the business. 
It also serves to emphasize fully the size and nature of the . 
expenditure upon capital items and movements in working 
capital in relation to the commercial plans of the business. 
This underlines the need for adequate control of capital 
expenditure (including ex post facto assessments) supple- 
mented by adequate control of working capital (which is so 


THE 
December" 28th, 1968 


often overlooked when new capital investment is being 


considered). . 

Again, we see here a.clear link between the two categories 
of control and a clear role for the internal auditor. How 
often do we fail to control our capital expenditure adequate- 
ly after we have gone through a most vigorous analysis in 
DCF or other terms? In an inflationary world it is only too 
easy to accept increases in costs almost as a law of nature. 
Because so many capital projects frequently have a long 
production period, the need to look at the original forecast 
cost in terms of the actual out-turn is often overlooked. In 
this area, like the controls of working capital, the importance 
of more rigid controls can well be justified. It is, indeed, 
through properly planned capital investment that the long- 
term plans of most businesses are defined and determined — 
once committed there is little scope for going back. 


Capital employed plan 


The third element in a typical annual operating plan is the 
capital employed plan, i.e., an assessment of the amount of 
capital the business will need to employ in order to achieve 
the commercial plan. 

In most businesses the return on capital employed has 
become probably one of the most important single control 
indicators. This does not mean that the emphasis upon 
return on capital employed is not challenged from time to 
time. But there is little doubt in my mind that it is the most 
important general indicator of the success of.a business and 
that it should occupy a key role in any management control 
system. After all, the purpose of a company is to use its 
shareholders’ assets to achieve a satisfactory and lasting 
return on those assets. This carries with it an obligation to 
see that no more capital is employed than is absolutely 
essential to the success of the commercial plans of a business. 

There is still debate as to how capital employed should be 
assessed, especially in its forward looking aspect. Many 
people now hold the view that in order to ensure the 
correct pricing of the output of the company, whether these 
be goods or services, capital employed should be valued as 
nearly as possible at current replacement rates. If this is 
not done, depreciation provisions may well be inadequate to 
replace the plant with the result that selling prices involve 
an involuntary consumption of capital. . 

Though many firms these days endeavour to achieve a 
better relationship between the assets actually employed in 
the business and the values shown in the balance sheet, 
there is bound to be a continuing and substantial difference. 
On the other hand there is no reason why the capital 
employed figure in the statutory balance sheet and the 
capital employed figure used for management. control 
should be identical. Indeed, when there is a genuine fear 
that a writing down of assets in the company’s books implies 
a management failure, it is inevitable that management will 
insist on maintaining a reasonable margin between capital 
employed as stated in their statutory balance sheet and 
capital employed as used for management control purposes. 

The correct valuation of working capital also raises 
problems, particularly in large manufacturing groups, and 
control. problems are’ frequently difficult. The proper 
valuation of work progress — especially when the products 
are complex and have long production periods — and of 
stocks, is critical to the success of this kind of business. Here 
-again, the control system for working capital must be 
intimately associated both with technical and ‘commercial 
management. Failure to involve these managements in the 
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control system can clearly have serious consequences for 
the business when technology is advancing rapidly, in- 
volving new processes and products. Correct pricing and 
firm and regular control of the cost estimates underlying 
these prices is essential. In addition the control system 
must ensure a close relationship between cost estimates at 
the development, prototype and production stage in the 
life of a product. 

A further distinction of significance in the use of capital 
employed as a control mechanism is between the real value 
of assets used in the business, however they are financed, 
and the value of shareholders’ furids used in the business 
after alternative means of financing the assets have been 
exploited. Many companies have a long way to go in ac- 
cepting that financial management must match commercial 
management in creativeness and being forward looking. 

In terms of the efficiency of management at the operating 
level, there can be no doubt that the right definition of 
capital employed is the replacement value of assets, how- 
ever they are financed. It is for financial management to 
make sure that if a better return on shareholders’ funds can 
be secured by financing some part of the assets by external 
borrowing, these opportunities should be taken. 

It will also be fairly widely accepted that return on 
capital employed should be applied to each product area of 
a business in relation to its particular circumstances. The 
risk involved in carrying on the business varies greatly 
from product to product, and the accepted return on capital 
employed must reflect this risk. 

The critics of return on capital employed as a major tool — 
of management control argue that there are other measure- 
ments in a business which are just as essential if objectives 
are to be achieved in every part of the business. This cannot 
be denied. I have already stated that there are large areas 
of a business which do not have profit and loss accounts 
and balance sheets. In addition there are financial, physical 
and less precise measurements at levels of management 


‘down to the shop floor which do not lend themselves 


easily to separate profit centres and thus enable separate 
returns on capital employed to be used. 

It seems to me that the answer to these criticisms is that 
whilst return on capital employed must be a central part of 
the management control system of any commercial business, 
it needs to be reinforced by the various other controls which 
have been indicated above. For example, although it may 
not be possible to have many profit centres in a business, 
there is nothing to stop the establishment of a large-number 
of cost or expenditure centres. However, the purpose of 
these additional controls is to support and to reinforce the 
return on capital employed — not to replace it. 

May I add at this point a brief reference to the im- 
portance of proper management controls to ensure the 
correct pricing of a company’s goods and services. I have 
referred above to the need to ensure that companies do not 
price their goods and services in such a way that they are 
unwittingly consuming their own capital. A good example of 
this occurs frequently when a business owns its own land 
and buildings. There is a great temptation to charge rents 
on buildings based upon the book value of these assets. 
This is a very clear example of the consumption of capital. 
Indeed, I have met cases where once buildings are written 
off in the books no rent at all is charged. This clearly 
makes commercial nonsense. The problem is not difficult to 
solve. For example, it can easily be arranged so that every 
two years an external assessment can be made of the rent 
which the building could bring if it was leased ro third 
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parties or the rent which the firm would -have to pay if it 
were leasing its buildings rather than.owning them. 

. This is yet another example of the vital need to integrate 
management control systems fully into commercial conduct 
of the business so that they are never separate control 
systems in. their own right but fully integrated control 
systems intended to further the development of the business. 


Capital expenditure budget 


` The fourth element of the financial operating plan is the 


capital expenditure budget itself. This has to make clear not 
only the amount but the timing of the expenditure and the 
authorities given to local management in terms of local 
limits. May I repeat that the regular comparison of actual 
out-time with forecast is of especial importance in this area. 


ees budget 


The final element of the plan is the Se budget. So 
many elements in a business these days are outside the 
direct control of the manager. One of the few matters left 
within his control is the number of people he will employ to 
carry out his objectives. Full employment, as we know, 
creates problems here but they are being increasingly eased 
by redundancy arrangements and retraining. The import- 
ance of manpower control should not be underestimated, 
especially in view of the tendency for labour costs to be- 
come fixed rather than variable costs. 

This all too brief sketch of a typical annual operating 
plan does, I hope, serve to illustrate how the management of 
a business and its internal control system should be inte- 
grated. In particular, it demonstrates how the success of a 
business can.be materially influenced by the nature of its 
control systems. Good control-systems bring a sense of 
purpose and common interest to all levels of management; 
draw attention to defects in organizational structure and 
management philosophy; bring out the differences between 
that philosophy and management in practice; facilitate a 
proper assessment of management requirements and 
management availability and point the direction for 
management development. In other words they provide the 
nervous systems of the management of business. They have 
to be treated accordingly. We are told that one person in 
three in developed countries suffers from some form of 
mental illness. I would suspect that this frightening figure 


is still higher if we look at the organization and management, 


of businesses. 

In referring to a typical annual operating plan for a 
business I realize that business is a continuing matter and a 
year is little more than a convenient period of time which 
also pays regard to the requirements of the Companies Act. 
In many businesses the annual operating plan is a detailed 


“section of a long-term plan for two or even five years. 


Control systems looking beyond a financial year have to be 
applied accordingly. 


Acceptability of controls 


Now let us look at some other features of internal manage- 
ment controls. They are, I repeat, the instruments through 
which management sets and appraises its objectives and 
measures its success in achieving its purpose. Therefore 
if they are to contribute to improved efficiency and effective- 
ness, these controls must be consistent, realistic, forward 
looking, acceptable and related closely to the management 
organization and structure of the business. 
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. Some may be surprised that I have used the. word 
‘acceptable’; but this is deliberate. Although targets — 
standards, objectives, call them what you will — must be 
task setting (an easy target has no virtue), they clearly 
must be attainable and realistic to the manager who has the 
task of carrying them out. This means that he must be 
involved in the whole process of setting the standards or 
objectives. At the end of the day the budget against which 
he will be measured must be bie budget and the controls 
which measure his performance must relate only to the 
area over which he has authority and responsibility. There 
is NO point in making a man responsible for expenditure 
over which he has no control. This is a continual battle in 
the whole process of setting targets or objectives, yet how 
often do we disregard it when we apply particular control 
systems. , 

Let us be clear, whatever top management may say or 
think, the individual manager knows too well that whilst 
these controls are intended to be thé-instruments through 
which the business runs, they are also the means by which he, 
as a person, is measured, remunerated, promoted (or not). 
To him these controls are intensely personal things and this 
is something that top management and the people they use 
to advise on control systems so often forget. 


Appraising control system’s effectiveness 


What about the appraisal of the efficiency of the controls 
themselves? Both categories do in themselves provide many 
of the answers. The controls for financial integrity. either 
safeguard that integrity or they do not. There can be no 
argument about this. If they do not, inevitably it will show 
up sooner or later — and in a good. control system it will show 
up sooner. If more money is spent on preventing bad debts 
than the likely cost of those bad debts themselves in the 
absence of these particular controls, the question of their 
need must be posed and answered. 

The form of the controls does not in itself guarantee 
the integrity of the people who operate them or who are 
affected by them. Here again sight must not be lost of the 
obvious fact that it is people who operate controls and ` 
people who are affected by controls. Their willing under- ` 
standing and involvement in the control process is vital if 
the controls are both to be effective and efficient. 

One outstanding factor.in appraising the effectiveness of a 
control system must naturally be the speed with which 
remedial action can be taken when the controls indicate that 
action is required. Thus any system of control must have 
built in, wherever it is essential, not just timeliness in the 
provision of information but provision for remedial action. 
There is little point in identifying the need for rapid action 
only to find that the control system itself hinders such action. 

. This is one area in which the development of computers 
and computer techniques into business offers exciting 
possibilities. For example, there is the development of self- 
controlling systems such as the control of stock levels in 
relation to factory. output and sales. Clearly the extent to 
which it is possible to build into the control system pro- 
cedures for automatic remedial action has profound effect 
upon the effectiveness of the system itself. A critical point 
here is the attitude of managers to self-controlling systems. 
After all, the purpose of computers is not to take judgement 
decisions away from managers but to enable these judge- 
ment decisions to be better based, on better facts and a 
clearer assessment of probabilities. 

A further point of significance concerns ‘the appraisal 
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of controls in relation to speed and quality of decision and 
decision by agreement. There is no doubt truth in the view 
that one of the defects of large ‘organizations is their 
tendency to over-value quality of decision and decision by 
agreement to the detriment of speed of decision. Again it 
is 20 years since Lord Heyworth reminded us of the virtues 
of speed of decision. In particular, it gives a real sense of 
purpose to a business — a feeling that it is going somewhere. 
Over-emphasis on quality of decision can lead to perfect- 
ionism and delay, and thus to lost market opportunities. 
In the same way over-emphasis on decision by agreement 
can easily lead to the decision actually taken being the least 
bad decision which will command the widest area of support 
_ rather. than a good decision appropriate to the circum- 
stances. 


Mr Humphreys, of ICL, said recently that in the world 
in which we live we must gather facts quickly, analyse and 
evaluate them quickly and choose the right course of action 
\quickly. Computers have the outstanding virtue of speed 
and it would be a tragedy if this virtue were overlain by a 
system of control which slows up the whole process of 
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decision-taking. Of course, speed of decision brings its risks. 
but risk-taking is a quality which perhaps is already 
lacking in British industry. Moreover computers can be, 
used to bring better appraisal of probability to the assess- 
ment of the risk to be run and, by simulation, alternative 
courses of action can be evaluated in terms of risk. 

\ 
Conclusion 
I have stressed throughout this paper the dangers of 
resistance to change, dislike of innovation and fear of risk- 
taking. In many of the industries which determine the 
industrial and commercial future of Western Europe, the’ 
pace of technical and technological change is accelerating. 
This means that the risks of bad decisions are more costly. 
At the same time new and better tools are becoming avail- 
able to management to help improve effectiveness and 
efficiency and to assess the size of risk being taken. The 
internal auditor has a special role in applying his skills and 
his own techniques in helping to establish and maintain 
control systems which meet the real needs of industry in 
these conditions. l 





Current Law 





; Attestation of Will 


E 15 of the Wills Act 1837 declares that if any 
person attests the execution of any will to whom or to 
whose wife or husband a benefit is given under the will, 
then that part of the will which gives the benefit shall be 
null and void. 

In the estate of Bravda (deceased) Bravda and Another v. 
Bravda ([1968] 2 All E.R. 217), the.testator, by his will, 
left the whole of his estate to his two daughters. The will 
was a home-made will written on one side of a half-sheet 
of notepaper with the testator’s signature at the foot and 
on the back, on the top line, the words ‘Witnessed 14.12.65’. 


Evidence showed that-the will was executed by the testator ` 


in the presence of his daughters and of two independent 
witnesses, one of them being fetched at the testator’s 
request to be ‘the other witness’. Evidence further showed 
that after the two independent witnesses had signed the 
will the two daughters then signed at the testator’s request 
‘to make it stronger’. They did so in the space which was 
left above the signatures of the two independent witnesses 
and below the word ‘Witnessed’. .The daughters sought to 
propound the will with the omission of their signatures. 
On appeal from a judgment of Cairns, J., ordering that the 
names of the daughters be omitted from the will, the Court 
of Appeal, allowing the appeal, held that the evidence was 
not sufficient to rebut the presumption that the daughters’ 


signatures were signed as those of witnesses; accordingly 
section 15 of the Wills Act 1837 applied and the gifts to 
the daughters were void. 
The result reached in this case is negatived by the Wills 
Act 1968 which now provides that where a will, whenever 
executed, of a person dying after May 3oth, 1968, is duly 
executed without the attestation of a person who, or whose 
wife or husband benefits under the will, that person’s . 
beneficial interest shall not thereby be invalidated. 


. Position of Bankrupt’s Executors 


"THE facts of In Re A Debtor, ex parte The Trustee of the 
‘Property of the Bankrupt v. Clegg and Others ([1968] . 
2 All E.R. 425) were as follows: In 1958 a receiving order 
was made against T, and he was adjudicated bankrupt. 
On November roth, 1961, T was conditionally discharged, 
and on November 4th, 1965, T satisfied the conditions in 
the order of discharge. On December 21st, 1965, T filed 
an account at the request of the Oficial Receiver. This 
showed that on November 4th, 1965, T had assets amount- 
ing at cost to £81,000 and liabilities of £34,900. As remark- 
able were the particulars of T’s receipts during the four 
years succeeding his discharge. The trustee in bankruptcy 
accordingly wrote to T making further inquiry, but re- 
ceived no reply. T died on November 18th, 1966. On June 
nth, 1967, the trustee in bankruptcy obtained an ex parte 


order for the examination of T’s executors under section 25 


of the Bankruptcy Act 1914. The Registrar, on the applica- 
tion of the executors, set aside the order. 

On appeal by the trustee in bankruptcy, Stamp and Goff, 
JJ., held that the power of the Court under section 25 of 
the Act survived the discharge of the bankrupt; that it was 
not a requirement of section 25 that the person sought to 
be questioned had been party or privy to the bankrupt’s 
dealings at the relevant time; that the executors were, 
within section 25, persons ‘whom the Court may deem 
capable of giving information respecting the debtor, his 
dealings or property’; and that, on the facts of the case, an 
order should be made under section 25. 
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Finance and 
Commerce 





Smiths Industries 


MITHS Industries Ltd`is a nebulous name for a ’ | 


company controlling a group of diverse but inter- 
related activities. Smiths is a name that the public associates 
. with clocks and watches but not necessarily with a wide 
range.of car and aerospace instruments such as KLG and 
Lodge sparking plugs, the Kelvin Hughes marine and radar 
navigation equipment, car radios, precision instrumentation, 
-and also concrete shuttering, tubing, flue lining and roofing, 
kitchen and bedroom furniture, medical, surgical and 
veterinary products, hydraulic equipment and ‘air moving 
‘equipment’, which means fans. 
It is not surprising that in the past the Smiths group has, 
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at times, seemed to have lost its way and its identity — the 
latter in stock-market investment terms in particular. A 
study of the ten- -year review included in the latest report 
shows that, whereas in 1958-59 trading profits were 22 per 
cént on funds employed and pre-tax profits were 26°7 
per cent on ordinary shareholders funds employed, the’ 
figures had dropped down to only ọ'6 per cent and 11:2 
per cent by 1966-67. 

In 1958-59 the group earned pre-tax profits of £3:6 
million on turnover of £35772 million, whereas in 1966-67 
profits were {2-74 million on turnover of £54°8 million. 
In the year under review, however, there was a definite 
turn for the better. Pre-tax profits were £4:35 million on 
turnover of {61-25 million. Trading profits represented a 
14°7 per cent return on funds employed and pre-tax 
profits 16-6 per cent on equity funds, . ` 


Favourable factors 


The improvement stemmed largely from a reappraisal ‘of 
the group organization and systems and particularly from 
the appointment of Mr Richard Cave as managing director 
at, the beginning of August 1967 after having been in the 
group in various managerial capacities for 21 years. Mr 
Cave, who is 48, has been appointed chief executive of the 
company following the retirement of Mr Ralph Gordon- 
Smith who will remain as chairman. 

The chairman comments on .1967~68 as ‘a year in which 
the company achieved a record turnover, record profits and 


a sharp and necessary improvement in the return on funds 
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CONSOLIDATED PROFIT & LOSS ACCOUNT 


Ae ' 52 WEEKS 53 WEEKS 

i ENDED ENDED 
3 AUGUST 5 AUGUST 
1968 1967 

£ thousands 

TURNOVER 61,250 - 54,800 
TRADING PROFIT 5,176 3,530 
Interest Payable z 826 792 
PROFIT BEFORE TAXATION 4,350 2,738 
Taxation o à 1,898 4,101 
PROFIT AFTER TAXATION 2,452 1,637 
Dividends 1,590 1,156 
RETAINED PROFIT. 862 e 





NOTES TO THE CONSOLIDATED PROFIT & LOSS ACCOUNT 
1 TURNOVER i 


` invoiced trading sales and services to external customers. 


2 TRADING PROFIT. 
is after charging:— š ; : SA 
Depreciation of fixed assets 1,343 1,359 
Emoluments of directors: Fees 4 / 3 
As Executives 82 - 78 
Pensions and payments to past directors , 19 3 
Auditors’ remuneration : 38 i 36. 
and after crediting- ' 
investment grants f -156 126 
Sundry interest . ` 37 45 


3 DEVALUATION 

Conversion into sterling, at post devaluation exchange rates, r 
of amounts due from overseas subsidiary companies on. y 

current account has benefited trading profit by £200,000. ` S 


4 DIRECTORS’ EMOLUMENTS : 
Chairman £26,500 (1967 £26,500). 
The number of directors within each of the following \ 
salary ranges is:— Se 3 
Wee a 


£15,001 - £17,500 > 
£10,001 - £12,500 1 1 
£7,501 - £10,000 ` í 2 4 
£2,501 - £5,000 ; > f — 
£2,500 and under 5 3 
includes 2 directors (1967, 1) for part of the year only. 


5 INTEREST PAYABLE , 
Debentures and mortgage 37. 346 
Bank and other 479 | ASG 


826 792 





& TAXATION . 
United Kingdom 1,650 990 
Overseas 248 111 


, 1898 1,101 


U.K. Corporation Tax is ‘based on profits for the year at the 
rate of 424%, (1967 40%). -. 


7 DIVIDENDS l i 
Ordinary interim paid 4% i 578 578 
Ordinary final proposed 7% 1,012 578 


: 1,590 1,156 
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employed’. A significant feature was that turnover and 
profits increased across virtually all sectors of the company’s 
business. The favourable factors affecting the results were, 
first, ‘stringent housekeeping which kept expenditure under 
control and which firmly held down the number of indirect 
workers employed’, secondly, ‘the partial’ recovery of the 


economy’, thirdly, 


‘devaluation which had a beneficial 


impact in the latter half of the year’ and, fourthly, ‘improved 


results from overseas subsidiaries’. 


More particularly the chairman refers to the point that 
‘for the first time in many years’, there is ‘a better relation- 
ship between stockholding and turnover’, and this, coupled 
with the proceeds of property sales and the improved level 
of profitability, has seen liquidity improved to the extent 
of a reduction from. {6-6 million to £3°2 million in bank 


borrowings. 


Management reorganization 


y There has clearly been considerable internal reorganization 
of management and the object is to ‘produce a skilled, 
profit-conscious generation of managers within the com- 
pany’. Whilst general managers within the group have a 
considerable measure of control over their own affairs, their 
targets of achievement are set and their performance is 
monitored by reference to four control areas: sales, profits, 
the return on assets under their control and cash flow. 

In the context of these control areas a balance is struck | ~ 
between the present demands of the business and the 
longer term plans for its growth. Basically, the group is 
now being operated under four groupings, rather than four 

There are the aviation and Kelvin Hughes 


divisions. 


divisions arid then two groupings of a-number of operating 
areas. Each group has its own group managing director and 
each group division its director and general manager and 


separate board. 


There is also a corporate staff and services organization 


within the senior management structure, and it is from this 


new managerial set-up that a new period in the development ` 
of the group as a SE is confidently expected to come. 


Not keyed 


The Smiths Industries report and accounts is a document 
running to 26 pages and, as will be seen from the reprint, 
the account presentation takes the ‘basic figures in the 
accounts and detail in the notes’ system to an extreme. 
Unfortunately the notes are not keyed to the profit and 
loss account and balance sheets and reading the notes in the 


context of the accounts becomes rather a laborious process. 
This is ‘ha’p’orth of tar’ stuff which should be made good 


next year. 


The analysis of turnover and profit, 
between products supplied to industries and products 
supplied to distributive trades, is useful, but figures as well 
as percentages in the geographical analysis of turnover 
would have been an improvement. The ten-year review, 
already referred to, provides a précis of turnover, profits 
and funds employed and also provides the necessary detail 
on return on funds employed, turnover and profit ratios, 
dividends (including times covered} and the total number 


of employees. 


There is every indicatión of a new sense of urgency in 
the organization, with the particular accent on management 
responsibility. Even at this stage in the current financial 
year the board is prepared to forecast that ‘given reasonable 
economic conditions, net profits before tax should this year 
show a further substantial increase’. 
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HE City, and more E E the Stock Exchange, 
can-hardly be looking towards the New Year with any 
„great elation. However, the Stock Exchange can certainly 
look back on 1968 as one of the best years ever experienced. 
Indeed, there are tall stories of stockbrokers personally 
having ‘made half a million’, and the stories may not be far 
from the truth so long as the half million is counted on 
paper rather than cash at the bank. 
But the stock-market outlook for 1969 would not appear 
to be so brilliant. What concerns the market is that a 
prolonged period of high interest rates, coupled with the 
most intense pressure on credit ever experienced, will 


eventually press down on the market in terms of, first, a’ 


‘limitation of investment funds and then a realization of 
Ke? securities. 

- Further than that there is the point that the strong flow 
of investment money into the stock-market during 1968 
was based on fear of inflation and the search for capital 

~ growth. In the last three months of 1968 growth, at least in 
share index terms, has been conspicuous only by its absence. 
This has not, as yet, tended to slow down the flow of 
funds but if be market as a whole continues to move, at 
best, sideways and even tends to move downwards, the 
amount of investment money may fall and may also tend to 
move into the’ Ve interest end of the market. 


“ 


* Ss Ss * 


AILURE of equities to ‘grow’, plus the severity of the 
squeeze on credit and the possibility of investment 
realizations for cash-raising ‘purposes, is not a combination 
calculated to excite the stock-market fancy. 
Further than that, it will be remarkable if industrial 
earnings in 1969 show the same. momentum as in the. past 
year. In the early months of 1969 the rush of company 
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reports will show 1968 profits in abundance but reports are | 
likely to contain warnings about the 1969 outlook or, at 
least, comment to the effect that forecasts of 1969 earnings 
cannot be reliably made because of economic uncertainties. 

The basic uncertainty is that it is impossible to say at this 
stage whether a worth-while UK balance of payments will 
be achieved or whether yet another currency crisis will 
intervene. 


ge * * * 


HE new American administration is apparently keeping - 

an open mind on the subject of the US price of gold, 

but the existing administration is doing what the new 

administration is expected to do in terms of attempting to 
restrict internal US demand through high interest rates. 

It remains to be seen whether under President Nixon 
there will be an entirely different US attitude to gold or 
whether recent comments prove to have been political 
stalling. 

If, as some commentators suggest, 1969 proves to be the 
year of gold, it can hardly be the year of industrial equities 
at the same time. 

- Usually at the turn of the year there is some substance on 
which to base New Year forecasts. There is no such sub- 
stance now. 

The Bank of England has commented about the prospect 
of deteriorating trade conditions, the intentions and 
policies of the new US Government remain obscure, there 
is no guarantee that the recent Bonn and Basle exercises 
have cured currency ills, and, finally, the question whether 


current policies will lead to inflation or deflation is still very 


much a-toss up. 
H anyone can correctly forecast 1969 on that data it will 


be a matter of luck more than judgement. , 


P 2 RATES AND PRICES 


Closing prices, Thursday, December roth, 1968 


Is e Bank Rate 


Jan. 26,1967 .. . 64% Nov. 9, 1967 .. . .. 64% 
Mar. 16, 1967 6% Nov. 18, 1967 .. .. 8% 
May 4, 1967 54% March 21, 1968 «+» 74% 
Oct. 19, 1967 .. 6% Sept. 19, 1968 .. ve 7% 
| Treasury Bills 
Oct. 11 £6 10s’ 6-79d% Nov. rs .. £6 128 6:03d%' 
Oct.18 .. £6 os 10°44d% Nov. 22 .. £6 165 668d% 
Oct.25 .. £6 oe 10°28d%  Nov.29 .. £6 155 9°47d% 
Nov.r .. £6 118 067d% Dec. 6 .. £6 16s r1-07d% 
Nov.8 .. £6 11s §:81d% Deen .. £6 15s 11°39d% 
Money Rates 
Day to day 53-63% Bank Bills | 
o days sis 54—64% 2 months 74-76% 
Fine Trade Bills l 3 months .. 74-7% 
3 months ,, 889% A months .. 74-7% 
4 months .. 84824% 6 months .. 7474% 
6 months .. 849% i ; 


Tax Reserve Certificates: (28.8.68) Companies 48% ; 
3% surrendered for cash; Personal 


4% 


Foreign Exchanges 


New York .. ar 2'384 Frankfurt gi ost 
Montreal ... ~ .. 2'55 Milan A és 14874 
Amsterdam 859 Oslo a i 17'o2ċł} 
Brussels ,.. ,, I19'82 Paris e ; 1179 
Copenhagen ' ^.. 17°86} Zürich 10°24 
Gilt-edged 

- Consols 4% bës 5I Funding 6% 1993 784 
Consols 24% KS 31 Savings 3% 60-70 .. 92$ 
Conversion 34% 44% Savings 3% 65-75 .. 74.4% 
Conversion 5% 1971 oui Treasury 64% 1976 95% 
Conversion 54% 1974 88 Treasury 34% 77-80 68$ 
Conversion 6% 1972 94$ Treasury 34% 79-81 662 
-Funding 34% 99-04 43% Treasury 5% 86-89 69% 
Funding 4% 60-90 974 Treasury 54% 08-12 70% 
Funding 54% 78-80 78h Treasury 24% f 31 
Funding 54% 82-84 77 Victory 4%.. D 97% 


Funding 52% 87-91 War Loan 34%. e? 43% 
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Computer Service for Retail Trade 


A NEW central computing service for the National Associa- 
tion of Retail Furnishers was inaugurated in London last 
month by the Hon. Mrs Gwyneth Dunwoody, M.P., 
Parliamentary Secretary to the Board of Trade. 

Designed and operated by Management Computing 
Services Ltd, the ‘service’ is based on a Honeywell 400 
computer and will relieve retail furnishers of the work 
entailed in attending to their instalment accounts. Users of 
the system will report cash transactions to the central com- 
puter by means of their original cash sheets, giving only 
account numbers and amounts. New business and other 
transactions will be reported on special forms, though these 
call for no more information than need ordinarily be put 
at the back of a ledger sheet or ledger card. Retailers have 
the choice of converting their own data into punched tape 


by installing their own input machines, thus eliminating 
punching service charges and speeding up the return of: 


the results. . 

‘The computer checks. every account weekly and pro- 
duces detailed information in the form of branch reports 
and management reports. Among other operations, it opens 
accounts, sorts transactions, amends and closes accounts, 
as well as examining accounts for arrears and producing 
arrears letters. The management reports give the weekly 
detail of every branch within a company as well as for the 
entire company. 


=~ 


‘Accounting Machines Agency Transferred 


THE agency for the Soemtron electronic accounting machines, 
which was previously held by the Remington Rand Division 
of Sperry Rand Ltd, has now been transferred to C. Z. 
Scientific Instruments Ltd; and a completely new range of 
machines was introduced in time to be shown at the BEE at 
Olympia, London, in October. 

These include the Model 382, which is the basic model and 
is fitted with a ferrite core store, an electric typewriter and an 
input keyboard of the 10-key principle with extra functional 
keys. Models with 4, 8 or 12 registers are available with a 
capacity of 11 digits plus sign for the multiplicand, ro digits 
plus sign for the multiplier and 20 digits for the product. 
The decimal point can be moved up to g places, and the 
machine is controlled by interchangeable programme 
modules. ` 


The Model 383 is an extended version of the basic model 
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with a ‘punched paper tape output of 5 to 8 channel 
mode. The Model 385 has both input and output by 
punched paper tape which allows a wide range of applica- 
tions. 

All existing models of the Soemtron machines will be 
serviced by the new company in future. 

C.Z. Scientific Instruments Ltd, 93/97 New Cavendish 
Street, London Wr. 


A 


Price Reduction for Automatic Copier 


A REDUCTION of £66 in the price of the 209 automatic dry 
copier has been announced by the 3M Company. 

This machine will copy from originals in all colours, or 
from books, magazines or bound reports and uses no 
liquids, powders or toners to produce dry copies. An 
optional accessory recently introduced for this model is an 
automatic feed unit which will feed up to 200 originals 
automatically once they have been placed on the feed tray. 

3M Company, 3M House, Wigmore Street, London Wr. 


Ironmongers use Optical Character Print-out 


SMALL ironmongers are facing increasing competition from 
the large multiple stores and supermarkets and are using 
modern sales and purchase techniques to stay competitive, 
The National Federation of Ironmongers has been pro- 
viding its members with a consultancy service for some 
years as well as offering advice.on shop modernization, the 
introduction of self-service, joint promotions and other aids ` 
to better retailing. 

Recently they have devised, in co-operation with the 
National Cash Register Co, a scheme whereby an iron- 
monger with only one shop, Underwoods of Worcester, 
could use computer techniques for stock purchase and sales 
analysis so that the profitability of each item sold, and the 
gross profit of each unit of stock can be calculated to enable 
the correct items to be purchased. 

Using an NCR Point 21 cash register with optical charac: . 
ter print-out of audit rolls, the information is keyed in 


K 





The Audit Roll (ei? from the optical character recognition cash 

register: the special stylized characters are designed for the 

system. The numbers are easily readable by both computer, and 
the human eye. , 
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using one of 89 code numbers in classifications recom- 
mended by the NFI. For instance, code 50 would be oven- 
ware, 51 heat-resisting glassware, 52 tinware and so on. 
This is keyed in before the selling price by the till operator, 
and the till is so devised that it will not print-out without a 
code number. 

These audit rolls are analysed fortnightly at the NCR 
Data Processing Centre at Birmingham and a sales analysis 
produced. Purchases are analysed in a similar manner by 
punching on to the cash register once a month using the 
‘goods bought’ key and a pattern of stock movements soon 
becomes apparent. 

The cost of obtaining this information from the computer 
centre is based on the number of lines read into the com- 
puter from the audit roll. The basic charge is 15s per 1,000 
lines subject to a minimum of £ 10 for each processing run. 
This means that unless the number of lines each fortnight 
exceeds 13,000, the cost is as low as {240 per annum. The 
NFI expect many more small ironmongers to use these 
techniques in the near future. 

National Cash Register Co Ltd, 206/216 Marylebone 
Road, London NW1. 


New Aids to Better Copying 


A CHOICE of blue, pink or yellow bond paper is now being 
made available to all Rank Xerox users, first in the south- 
east of England and later to those in all other areas. Users 
will be able to produce coloured copies for different depart- 
ments, for sales or stores copies, or to add as appendices to 
reports etc. 

Also a clip-on overshoot feed tray has been produced for 
the company’s latest Model 3600 plus sorter. ‘This enables 
up to 12 sheets of coloured paper, or larger sizes than usual, 
up to 84x 13 in., to be loaded and then fed without dis- 
turbing the paper in the standard feed tray. 

Another optional feature for the machine is a slitter/ 
perforator for making up to three forms from a single print, 
or for producing copies which incorporate a tear-off reply 
slip. 

Rank Xerox Ltd, 338 Euston Road, London NWT. 


Secretarial ‘Sit-in’ 

The five glamorous young ladies in the 
picture staged a secretarial ‘sit-in’ earlier 
this month at the Kingsway showroom in 
London of Roneo Vickers. The occasion 
was part of a campaign by Roneo for 
brighter and more comfortable offices, and 
marked the introduction to home and 
overseas buyers of a range of ten new 
office chairs — to be known simply as 
Units 1—10. 


Direct Wired Intercom Units 


ASSOCIATED TELEPHONES system 7215 intercom. handsets 
give immediate push-button contact between up to 16 
stations and, in addition, to the normal desk type telephone. 

Units can be wall mounted if necessary to save space in 
factories, offices, hotels, hospitals, etc. They are direct- 
wired, mains operated units installed by Associated ‘Tele- 
phone engineers in any part of the country. Extension bells 
can be supplied for high-noise areas and all equipment can 
be linked into a fire alarm call-out system or by loudspeaker 
paging. 

This system can be installed for under £400, or leased 
over five years at {27 per quarter. 

Associated Telephones Ltd, 122-128 Arlington’ Road, 
London NW1. 


Loose-leaf Indexing System 


USABLE for planning, progress reports, scheduling, wages 
payment and any form of indexing or listing is ‘Slipstrip’ 
which comes in a loose-leaf book form. The strips are held 
in place in plastic slots bonded to the pages and will remain 
in place in a part full page without any additional locking 
system. 

The pages are foolscap, A4 or pocket size with either 
twin or full width columns on one or both sides, and are 
either with or without clear plastic covers to protect the 
strips, bonded to the page. Up to 30 pages will fit into a 
standard ring binder with a 1-inch capacity, which will 
hold up to 3,000 entries on the smallest size of strip. 
Complete or part columns of strips can be moved together 
and in order from one page to another by the use of the 
magnetic tool and clamp, thus avoiding the problem of 
moving strips individually when a page is full. 

Prices of a set of 25 pages are £3 for single-sided, £4 5s 
for double-sided and £6 17s 6d for plastic covered double- 
sided. The strips are available in perforated sheets with a 
variety of widths and two thicknesses. The price of 50 
sheets of strips is 6s 6d, giving over 1,000 strips in the 
$-inch width. 

Equipment Research, Foston, York. 
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The Institute of Chartered Accountants 


A a general meeting of members of The Institute 
of Chartered Accountants of Scotland was held at 
Chartered Accountants’ Hall, Glasgow, on Wednesday of 
last week, with Mr John A. Stewart, c.a., President of the 
Institute, in the chair. 

‘Three hundred and forty-nine applicants were admitted 
to membership of the Institute, many of whom attended the 
meeting to be welcomed and presented with their member- 
ship certificates by the President, who also presented awards 
and prizes to successful candidates in examinations held 
during the year. 


President’s address 


In the course of his address the President said: 

Since I was elected President, I suppose I have attended 
more meetings of members of the Institute than has any 
of my predecessors. Needless to say, the subject of these 
meetings has been the proposals for the future of the 
accountancy profession. 

Each of the six accountancy bodies has held similar 
meetings. The results of these are now being assessed and 
in due course further announcements will be made. 


Costs and fees 


The practising offices, like other sections of the community, 
are having to face a spiral of rising costs coupled with staff 
shortage. The remuneration offered to apprentices is, of 
course, a factor which has some effect on recruitment and 
from circulars which members have received you will 
appreciate that it is now left to local committees in Scotland 
to decide whether to recommend rates of remuneration for 
apprentices and, if so, what recommendations to make. 
If the profession is to provide the range of services required 
by the public and the Government these days, then it must 
recruit good material; it must employ competent people 
and it must pay them properly and — of course — it must 
charge proper fees. ` 

The Professional Charges Committee of the Institute 
has long been labouring in this particular field. In June 
last a circular letter was sent to members on the subject, along 
with notes on the calculation of fees — and just prior to that, 
details were circulated of the new and increased Treasury 
scale for accountancy work undertaken for Government 
departments. 

A further questionnaire to practising offices in Scotland 
was issued last week. I would most earnestly ask for the 
collaboration of every office in supplying the information 
requested so that the Council may have adequate informa- 
tion to enable appropriate guidance to be given on the vital 
subject of fees. 


of Scotland 


Special Genera! Meeting 


Modern auditing standards and techniques 


There is a real need to ensure that auditing standards and 
techniques keep pace with changes in methods of recording, 
sophisticated control systems and legal requirements. To 
this end the Post-qualifying Education Committee has ` 
this year run twelve courses on auditing topics and the 
Research and Publications Committee has published a 
valuable paper on Valuation of Stock and Work in Progress. 
Members of the Institute were sent copies of the publication 
by the Accountants’ International Study Group called 
Accounting and Auditing Approaches to Inventories in Three 
Nations, which reviewed best practice in the participating 
countries, namely, Canada, the United Kingdom and the 
United States. Recently, too, our sister Institute in the 
South published a statement on Auditors’ Attendance at 
Stock-taking. | | 

This last-mentioned question — the desirability of the 
auditor’s attendance at stock-taking — is, of course, only 
one of many techniques which, as I have suggested, must be 
kept continually under review, and I am aware that there 
are some practitioners who are of the opinion that there 
can be a danger of placing too great a reliance on this. ` 


_ particular technique to the exclusion of other appropriate 


steps. , 
My own opinion is on the other side of the scale, but ` 
whatever view one may take of this issue, there is one thing 
certain. This is that with the increasing number of mergers 
between companies, there is inevitably a tendency to con- 
centrate the responsibility for the group audit into the hands 
of large national and international firms of accountants. 
Several of these — particularly overseas — have had to ‘face 
an increasing number of actions for damages for negligence 
and have accordingly been concerned to adopt auditing 
standards and techniques which can ‘be applied with a 
measure of uniformity throughout the world. i a5 
It follows that auditors of subsidiary companies in such 
groups — and, indeed, auditors of all other companies ` 
whose ultimate fate may be to become such subsidiaries — will 
be wise to adopt auditing standards and techniques match- 
ing those of the auditors of the parent companies. On this 
basis the large firms, in order to cope with the flow of work 
reaching them, are likely to be more willing to leave the 
audit of the subsidiaries undisturbed: e 
In connection with this ouestion" of reliance on other 
auditors, I would refer to the valuable paper which Professor 
David Flint, Ga, submitted to our summer school in 
June 1967.1 | SÉ 
I am sure that we in the Scottish Institute are not lagging . 


1 Audit of Group Accounts — Reliance on Other Auditors, by Professor 
David Flint, T.D., M.A., B.L., C.A., The Accountant, July 1st and 8th 


1967. 
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behind in the best audit practice. I am merely seeking to 
remind members of ways in which the Council seeks to 
assist members in their continuous task of keeping abreast 
of current developments. 


Post-qualifying education 


You all know that a great deal of the Institute’s effort is 
concerned with education, training and examinations. In 
recent years, there have been major developments in our 
programme of post-qualifying education and the total 
attendances at post-qualifying education courses have risen 
from 978 in 1967 to exactly 1,600 in 1968. 

The efforts of those concerned with the mounting of 
these courses are beyond praise and it has been pleasing to 
see that in addition to members of the Scottish Institute, 
members of other accountancy bodies — and, indeed, some 
non-accountants — have enrolled for the courses. 

Despite all this, I would very much like to see an even 
greater support from members for our post-qualifying 
education courses and, in this respect, I would urge 
members in industry to bear in mind that frequently course 
fees qualify for industrial training grants. 


Apprenticeship matters 


You will recall that as from February 1968 our entry 
standards for school-leavers were raised. The expectation 
here is that although this may occasion a drop in the intake 
of apprentices, the higher quality should not involve a 
corresponding drop in the number who actually qualify as 
members. 

Although it is too soon for final figures to be available, 
current indications are that, as expected,.the number of 
new apprentices coming in this autumn is about 25 per cent 
less than a year earlier. We can be optimistic about the 
indications regarding the recruitment of graduates: their 
number may prove to show an increase of some 50 per cent 
compared with the previous year and to have risen to about 
27 per cent of the total intake (as compared with 15 per cent 
a year earlier). 

The need to attract young people of the right calibre and 
with the required educational attainments into the profes- 
sion has always been accepted by the Scottish Institute. The 
competition for a share of potential talent is very keen nowa- 
days but we are doing everything possible to spread the 
message that the CA qualification is the basis for a successful 
career. During the late summer the Institute produced a 
booklet entitled Today’s Chartered Accountant. ‘This has 
been widely distributed and well received and we under- 
stand that one of the leading accountancy bodies elsewhere 
in the Commonwealth — overseas — is proposing to ‘lift’ 


several ideas which we have used in this particular publica- - 


tion. Other plans are also in train which, it is hoped, will 
maintain and improve the flow of ‘new blood’ in the future. 

I have referred to the new arrangements for preliminary 
qualification for apprenticeship and this — not for the first 
time ~ gives us a real headache. As I have indicated, in 
February of this year, after having given what many of us 
felt was more than adequate notice of several years’ standing, 
wé at last got to the point where we could base ourselves 
for this purpose, so far as non-graduates are concerned, on 
the attestation of academic fitness for entry to a Scottish 
university. We had long wished to reach this situation 
where we could use a yardstick operated by experts in the 
field of education and where we ourselves would not need 
to go to the very considerable expense and labour entailed 
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in laying down and continuously adjusting ppecal pre- 
liminary qualification standards of our own. 

Our satisfaction was short-lived, since within seven 
months of our adopting the standard of the attestation of 
fitness it was announced that the attestation itself was to 
disappear. While I hope that we are not quite back to square 
one, the change is undoubtedly a blow and a lot of time 
and thought has had to be devoted to deciding what we 
should now do and this has resulted in the announcement 
which appears in the November issue of The Accountant’s 
Magazine. 

The examining board has not only had to cope with its 
normal heavy task of conducting the two diets of the 
Institute’s examination, but has had the additional burden 
of preparing the arrangements for the new examination 
syllabus which comes into force in 1969. The board has 
also been looking at new procedures under which a com- 
puter may be used to establish the examination results. 

Because of the changes in the examination syllabus and in 
order to bring the information up to date, the opportunity 
was taken to rewrite the CA Apprenticeship Guide. The 
new form introduces improvements in the index, is shorter 
in length and is printed on thinner paper; and it is an 
admirable production. Tribute is due to the committee 
members and staff for the effort put into this publication. 

Before I leave the education, training and examination 
side of the Institute’s activities, I would like to tell you that 
Mrs Dale Green, the Assistant Secretary concerned with 
that work, has this year completed 21 years’ service at 
27 Queen Street. The contribution which she has made to 
the Institute’s activities in these fields is immense and I 
speak, I know, for all who have served on committees which 
she has looked after, when I say that the encyclopedic 
knowledge and meticulous care which she puts at our 
disposal are wholly admirable. 


Joint activities with other accountancy bodies 


Good progress has been made with joint activities aimed at 
producing a greater measure of harmony in the delivérances 
of the leading accountancy bodies on various topics. Our 
most regular collaboration has been with our two sister `, 
Institutes of Chartered Accountants in England and in 
Ireland and with The Association of Certified and Corporate 
Accountants. Since the annual general meeting a lot of 
joint committee work has been done to considerable purpose 
by representatives of these four bodies, as you will see, if I 
merely list the subjects on which positive results have either 
been achieved already or are well on the way. The topics 
are: | 

(1) what should be contained in the next Companies Bill; 

(2) representations with regard to the Finance Bill 1968; 


(3) suggestions as to taxation matters with which the 
Chancellor of the Exchequer might deal in his next 
Budget; 

(4) suggestions to the Chancellor of the Exchequer as 
to ways in which the whole taxation system might be 
simplified; 

(5) representations to the Reddaway Committee on 
selective employment tax; 

(6)a statement about accountants’ reports of profit 
forecasts under the take-over code; 

(7) submissions to the:National Debt Commissioners on 
accounting and auditing matters relating to Trustee 
Savings Banks; 
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(8) a statement giving guidance in regard to audit fees in 
respect of friendly and industrial and provident 


societies; and 


(9) the introduction of decimal currency. 


It would, I think, be fair to say that in all these matters 
representatives of our Institute have made an important 


THE 


ACCOUNTANT 


results. 


905 


contribution and that the Council is well pleased with the 


The fact that we participate in joint activities of these 


our attention. 


kinds does not, of course, rule out unilateral activities — and 
the subjects of consultancy grants, rating in Scotland and 
insolvencies are all matters which are presently receiving 


Controversial Views on Plans 
for the Profession 


Annual Conference of the Union of Chartered 
Accountant Students’ Societies 


HE scheme for the development of 

the accountancy profession emerged 
as the principal topic of discussion at 
the annual conference of the Union 
of Chartered Accountant Students’ 
Societies which took place in Notting- 
ham on Friday and Saturday, Decem- 
ber 13th and r4th. 

There was an interesting exchange 
of opinion on the scheme between 
Mr Robert McNeil, F.c.A., a Past 
President of The Institute of Chartered 
Accountants in England and Wales, and 
Mr Bruce Sutherland, F.c.a., following 
the conference dinner on Friday 
evening. Their respective views helped 
crystallize what the scheme was all 
about, particularly for some of those 
conference delegates who had con- 
fessed at the afternoon session that 
their committees had not had the time 
to discuss the proposals. 

Attended by some 50 delegates 
representing the Institute’s student 
societies throughout England and 
Wales, the conference was most ably 
presided over by Mr Christopher 
Burr, A.C.A., in the absence abroad of 


the Union’s chairman, Mr Michael 
Middlemas. 


Need for more lecturers 


The conference opened on Friday 
afternoon with prayers by the Bishop 
of Sherwood. The first item to be 
discussed was a report from the 
Lecture Panel Secretary, Mr D. C. 
Farthing, F.c.A., who said that during 
the past year there had been a number 
of resignations by lecturers from the 
panel which unfortunately had not 
been matched by the intake of new 


ones. He stressed the need for dele- 
gates to report the matter to their 
societies and the urgent need for them 
to submit new speakers for inclusion 
on the panel. 

Mr Farthing expressed his warm 
appreciation for the help which he had 
received from the staff of the London 
Students’ Society during the past year 
and also to the various student 
societies who had assisted him in the 
21 years he had served as secretary of 
the panel. 

Miss Ann Dent, for the National 
Executive Committee then proposed a 
resolution that member societies’ 
reports on developments and diffi- 
culties in their respective areas should 


be discontinued; she also proposed 
that there should be an exchange of 
annual reports between all member 
societies. Following discussion, the 
latter resolution was carried, but it was 
unanimously agreed that the reports 
on developments and difficulties were 
still of considerable value and should 
therefore continue. 

Mr C. Geoffrey Morgan, A.C.A., 
Chairman of the NEC, opening the 
discussion on the committee’s report 
for 1968, said that the committee had 
met members of the Council of the 
Institute to discuss details of the 
proposed scheme for the development 
of the profession and added that they 
would continue to press for improve- 





Before the conference dinner, Mr Christopher Burr, A.C.A. (centre) chairman of the 
conference, talking to Mr Robert McNeil, F.C.A. (right) and Mr Bruce Sutherland, F.C.A. 
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ments where necessary. A significant 
development during the year was the 
Institute’s agreement to form a liaison 
committee of Union officers and 
Council members to meet regularly 
three or four times a year, 

He also said that the NEC had 
prevailed upon the Institute to issue 
a warning for the benefit of articled 
clerks regarding ‘unsound’ corres- 
pondence and residential courses. 


_ Referring to the Business Game held 
in Birmingham (reported in The ` 


Accountant of December 14th) Mr 
Morgan said the ‘game’ was un- 
doubtedly a great success and it was 
hoped that it would now become an 


_ annual event. 


On the controversial issue of the 
future of the profession, a number of 
resolutions were ‘submitted for dis- 
cussion. 

The first, proposed by North 
regretted that more 
district societies did not invite repre- 
sentatives of their respective student 
societies to the informal discussions on 
the amalgamation proposals. In 
another, put forward by the NEC, it 
was proposed ~ and agreed — that the 
Institute should be asked to conduct 
a poll of. all students seeking their 
views on the future plans, and that the 
result of the poll should be published 
prior to the voting by members of the 
Institute. 


Only sound in theory 


‘In a two-part resolution, the Birming- 


ham delegates recommended that 
the conference should support the 
Institute’s proposals with regard to 
education as far as they went, but 
should not support integration, Mr 
David Gilkes said that in their view 
the scheme was sound in theory, but 
was completely impracticable. The pro- 


posal for a training contract was ideal. 


Sole practitioners, he went on, would 
now find that.they would be bound to 
provide experience in thet auditing of 
limited-ċompanies which: would create 
problems and at, the othér, end of the 
scale, Ehe large ‘firms would have to 
provide a more! ‘general experience and 
ensure ` bat" their students realized 


Wa D Kéi ww F, kee 


THE 


ACCOUNTANT 


that the requirements of accountancy 
ranged beyond auditing. 

The fundamentals of the scheme 
were ‘ridiculous’, he said, and he 
could not envisage ‘such an animal as 
one body of accountants speaking with 
one voice’. Although the so-called 
three-tier structure defined the differ- 
ences between each party, the gaps 
between ticking up a cash-book at 
town council offices and examining 
the system of- internal control of a 


large corporation were far too wide to 
be bridged by a year’s study and a 


successful examination. 

Mr Gilkes went on to say that under 
the scheme student societies only 
became a students’ section of the 
district society, merely with repre- 
sentational seats. He added that 
although it was proposed that students 
were to have seats on district society 
committees, this recognition might 
mean that all decisions made by 
students would have to be ratified by 
the district society. 


College courses 


The North Lincolnshire delegation, 


in a proposal for an education and 
training programme which would 
better fit the future accountant than 
the scheme put forward by the 
Institute, recommended anine months’ 
preliminary college course, followed by 
18 months’ practical training, a further 
nine months at college and, finally, 
another 18-month period of practical 
training. 

Commenting on this proposal, 
Mr Stephen Parry, of London, said 
that if the Institute set objectives 
which were agreed with the principal 
in a commercial firm they, the 
Institute, should be able to ascertain 
that these objectives had been met by 


referring to the actual training scheme. 
The general feeling among delegates’ 


was that if the scheme and conse- 


‘ quently integration did go through, a. 
considerable loss of prestige would 
result. and, furthermore, their future 
standing» as 


‘chartered accountants’ 
would be diluted. ‘Put to a vote on 
‘Saturday morning the scheme was 


i unanimously rejected by the delegates. 
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A postal vote, however, is to be taken 
before the Institute’s meeting in the 
spring. 


Conference dinner 


At an informal dinner, presided over 
by Mr Christopher Burr, a.c.a., the 
toast of the guests was proposed in 
humorous vein by Mr Richard C. 
Turton, A.C.A., President” of The 
Nottingham Chartered Accountant 
Students’ Society. 

Responding, Mr John V. C.. 
Butcher, A.C.A., retiring treasurer of the ` 
Union, said that in these days of 
student unrest, the accountancy pro- 
fession had smugly congratulated itself 
on having no such. problems. But he 
felt this was due to apathy on the part 
of students who seemed to fear 
involvement in any challenge, and he 
urged students to take a more active 
part in their affairs. 

The profession was far too important 
to be left to ‘muddle along’ as it had 
done in the past, he declared. “The 
time was coming’, he said, ‘for the 
establishment of a superior account- 
ancy body, which would have a much 
higher standard of entry and training.’ 

At an informal discussion following 
the dinner, the pros and cons of the 
future plans and the future for 
students were argued, as previously 
stated, by Mr Robert McNeil, and 
Mr Bruce. Sutherland. 


Election of officers 


Union officers were elected for the 
ensuing year as follows: 


President: Mr C. Geoffrey Morgan, 
A.c.A. (South Wales). 

Chairman: Mr Peter E. Rickett (Man- 
chester). 

Secretary: Mr Derek du Pré (London). 


Treastirer: Mr Peter B. G. Williams 
(Birmingham). 

Auditor: Mr P. L. Neil, T.D., F.c.A. 

» (London). 

Committee: Messrs John H. High 


(Nottingham); John H." Scott-Baird 
(Liverpool); A. T. Williams (East 
Anglia); Anthony J. Cross (Bir- 
mingham); Miss Ann Dent(London); 
Messrs David L. Hagan (Liverpool), 
and John W. Holgate (South 
Eastern). l 


JOHN ‘FOORD & COMPANY 


137 VICTORIA STREET.. .LONDON SW1 


REVALUATION OF ASSETS 


Leala d ei E 


Telephone 01-834 2002 (4 lines) 


E WORKS, FACTORIES, PLANT & MACHINERY, Ete. 


December 28th, 1968 


Notes 


and 
Notices 





THE ACCOUNTANT 
Index to Vol. CLIX 
July to December 1968 


The general index to this volume ~ 
July to December 1968, Vol. CLIX - 
will be published with the issue dated 
January 4th, 1969. 

The parts of the volume should 
therefore not be sent for binding until 
the index has been added. 


PROFESSIONAL NOTICES 


NTESSRS EGGLETON, COWCHER, 
WHITAKER & Co, Chartered Account- 
ants, of 18 Brunswick Square, 
Gloucester, and Messrs Henry J. 
Girtines & Co, Chartered Account- 
ants, of 27 Rodney Road, Cheltenham, 
jointly announce that the firms will 
amalgamate from January "et, 1969. 
The new firm will be known as 
EGGLETON, Girrines & Co and will 
carry on business at both offices. 


Messrs PANNELL FITZPATRICK & Co, 
Chartered Accountants, announce that 
Mr Brian Walter Barnett Alton, A.C.A., 
is now a partner in their Paris practice 
at 8 Rue Montalivet, Paris VIII, 
France. 


Messrs WALLACE & SOMERVILLE 
announce that they have agreed to 
merge their practice carried on at 
37 Melville Street, Edinburgh, with 
WHINNEY Murray & Co with effect 
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from January 1st, 1969. The present 
partners of WALLACE & SOMERVILLE 
will be joined by certain partners of 
WHINNEY MURRAY & Co as from that 
date. For the time being the practice 
will be continued in the name of 
WALLACE & SOMERVILLE. 


Messrs WHINNEY Murray & Co 
announce that they will commence to 
practise at 37 Melville Street, Edin- 
burgh, on January ist, 1969. The 
partners in the Edinburgh firm will be 
Sir WILLIAM CARRINGTON, F.C.A.3 
Messrs T. W. Macponatp, GA A. I. 
MACKENZIE, C.A.; H. P. PATTERSON, 
F.c.A.; L. T. MILLER, C.A., and G. M. 
CROLE, C.A., of WHINNEY Murray & 
Co, together with Messrs D. 5. 
ANDERSON, M.A., C.A.; JOHN C. LESSELS, 
c.A.; WILLIAM BISHOP, C.A., F.C.W.A.; 
N. F. S. WILL, GA: NORMAN LESSELS, 
c.a.; G. K. EDWARDS, C.A; G. R. 
SMITH, M.A., LL.B., GA, and R. C. 
Moore, CA, presently partners of the 
firm of WALLACE & SOMERVILLE. 


Mr C. T. WHITE, A.C.A., practising 
as C. T. Wuite & Co, Chartered Ac- 
countants, at o North Street, Rugby, 
announces that Mr A. P. POWER, 
A.C.A. has joined him in partnership 
from December ist, 1968. 


APPOINTMENTS 


Mr D. C. Edis, F.c.w.a., J.DIP.M.A,, 
M.B.1.M., has joined Osborn Steels Ltd 
of Sheffield as management account- 
ant. 

Mr Stamp Gadiey Brooksbank, 
F.c.A., has been appointed chairman 
and managing director of the United 
Kingdom Provident Institution with 
effect from January 2gth. 


Mr S. J. Nobbs, a.1.M.T.A., Yar- 
mouth Corporation chief accountant, 
has been appointed assistant borough 
treasurer. 

Mr Geoffrey Pallister, a.c.a., has 
been appointed chief accountant of 
Darlington and Simpson Rolling Mills 
Ltd. 

Mr Guy Readman, A.C.A., has been 
appointed Manchester regional mana- 
ger of Rentokil Laboratories Ltd, pest 
control division. 


FINANCE for Purchase, Practice or Partnership 


(Interest 14% above Bank Rate on reducing balance) 


J. W. SLEATH & CO LTD 


INCORPORATED INSURANCE BROKERS 


Tel. 01-242 4375 


58 Theobald’s Road, London wei 
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IN PARLIAMENT 


Tax Assessment Disputes: 
Legal Costs 

Mr Davin Howe t asked the Chancel- 
lor of the Exchequer what were the 
total legal costs incurred by the 
Department of Inland Revenue in 
the financial year 1967-68 in disputes 
arising from tax assessments; and 
what were the total sums recovered 
for the Revenue in consequence of 
these, legal proceedings. 

Mr Roy Jenkins: It is not practic- 
able to segregate the legal costs 
arising from disputed tax assessments 
from those arising from other liti- 
gation in which the Inland Revenue 
was engaged, for example, over rating 
assessments. In 1967-68 the depart- 
ment paid costs totalling £227,609 
and costs totalling £199,551 were re- 
covered. It is not possible to measure 
the tax recovered in consequence of 
the proceedings. 

Hansard, December 
Written answers, col. 330 


17th, 1968. 


Surtax Office, Thames Ditton, and 
Inland Revenue Offices, Worthing: 
Cost 


Mr E. RowLanDs asked the Chancel- 


lor of the Exchequer what is the cost 
of operating the surtax assessment 
department at Thames Ditton and the 
tax collection department at Worthing. 
Mr Roy Jenkins: The total cost of 
the Surtax Office (based on staff in 
post on October 1st, including those 
working on the special charge and 
foreign dividends) is estimated at 
£38 million. Tax collection is only 
one of several functions of the Inland 
Revenue offices at Worthing. No 
separate figure is available of the cost 
of the collection work. 
Hansard, December 
Written answers, col. 330. 


Ltb, 1968. 


£ Sterling: Purchasing Power 


Mr Dopps-Parker asked the Chan- 
cellor of the Exchequer by how much 
the internal purchasing power of the £ 
sterling, taken as 20s in November 
1967, had fallen by November 1968. 

Mr ‘Taverne: Taking the internal 
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purchasing power of the £ sterling as 
zos in November 1967, its value in 
October 1968, the latest date for 
which information is available, is 
estimated at 19s id, This estimate is 
based on movements in the index of 
retail prices. 

Hansard, December 17th, 
Written answers, col. 344. 
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“ WARWICKSHIRE SOCIETY OF 
CHARTERED ACCOUNTANTS 


‘Current taxation developments, in- 
cluding valuation problems’ will be 
the subject of a talk to be given by 
Mr K. S. Carmichael, F.c.a., at the 
next meeting of The Warwickshire 
Society of Chartered Accountants to 
be held on January 31st at the De 
Montfort Hotel, Kenilworth. 


WOLVERHAMPTON SOCIETY OF 
CHARTERED ACCOUNTANTS 
The Rt Hon. J. Enoch Powell, 
M.B.E., M.P., will be the speaker at the 
next meeting of The Wolverhampton 


Society of Chartered Accountants to be’ 


held on Tuesday, January 7th, at 5.45 
for 6 p.m. 


KINGSWAY COMMERCIAL AND 
INDUSTRIAL DISCUSSION GROUP 


The Kingsway Commercial and Indus- 
trial Discussion Group is a new group 
formed under the auspices of the 
London and District Society of Char- 
tered Accountants. Meetings are 
usually held on the second Wednesday 
of each month at 6.30 p.m. in the 
Boardroom of Butterworth & Co 
(Publishers) Limited. 

. Members in commerce and industry 
interested in finding out more about 
the group are invited to attend the 
next meeting. Secretary of the group 
is Mr P. R. C. Sergeant, A.C.A., 
Butterworths, 88 Kingsway, London 
EC2 (Telephone HOL 6900), and 
the Chairman Mr R. G. Sutton, F.C.A., 
Simms Motor & Electronics Corpora- 
tion Ltd, Northway House, Whetstone, 
London N2o. 


Avenue, 


10 Lloyds 
-01-709 0101 


FULLER, HORSEY, 


SONS & CASSELL 
London EC3 
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CHARTERED ACCOUNTANTS’ 
HOCKEY CLUB 
Chartered Accountants 2 
Law Society 2 
The match at Crystal Palace on De- 
cember rı1th ona rather black Wednes- 
day afternoon, turned out to be one of 
the most enjoyable games that the 
Chartered Accountants’ Hockey Club 

have had against the Law Society. 

From the start, the C.A.s, with crisp 
passing, looked the better side and 
created several chances but without 
scoring. Russell-Smith on the right 
wing put across some good centres but 
to no avail. Towards the end of the 
first half, the Law Society poached 
two opportunist goals. However, press- 
ing hard, the C.A.s managed to get a 
goal back before half-time, Threlfall 
scoring. 

The second half belonged almost 
wholly to the C.A.s. Midway through 
the half, Webster-Smith scored after 
the Law Society had made the mistake 
of not clearing the ball out of the circle 
quickly. Going all out for the winning 
goal, the C.A.s broke through the 
defence time and again only to be 
blocked in front of goal. | 

Chartered Accountants’ team: D. 
Morrison (Blackheath); M. Vining 
(Berkhamsted); M. Wallis (Bromley); 
5. Alliband ER R. Davis (Black- 
heath); D Willetts (Purley); P. 
Russell-Smith (Cheam); J. Threlfall 
(Blackheath); A. Hines {Bury YMCA); 
M. Gallant (Cheam);-O. Webster- 
Smith (Cheam). 


ULSTER YEAR-BOOK 


The Ulster Year-Book, 1969 (HMSO, 
price 15s), now published — the official 
handbook of Northern Ireland ~ 
presents in a convenient form, in- 
formation, including statistics, about 
Northern Ireland’s industries and ad- 
ministrative activities of Government 
departments. 

On the Government’s industrial 
development drive, the Year-Book 
states that this has already created 
more than 64,000 new manufacturing 
jobs in the last zo years ~ over a third 
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of the total E in ma 
turing industry. Manufactured 
account for more than half 
country’s imports and just over thre: 
quarters of the exports. These fige 
totalling £1,000 million as the ové, ` 
value of Northern Ireland trade, $ 
£523 million of imports and . 
million of exports — together al 
double the returns of ten years 
viously. e, 
THE ACCOUNTANT BY wk 
The advantages of keeping complete} 7 
up to date are obvious. Oversea! 
readers of The Accountant may recei\: 
their copies of each week’s issue wathi 
a few days of publication by subscr” 
ing for the airmail edition printed Å, 
special thin paper of high quality. T 
subscription for the airmail editio: 
£9 tee a year, including additio 
postage, irrespective of the country}: 
which copies are sent, and £4 175\. 
per half-year. ) 
Readers abroad who are interest” 
in receiving the airmail edition, or ar 
one who may wish to send Thi 
Accountant to relatives or friend 
overseas, should write to the Sub- 
scription Department, 151 Strand- 
London WC, f 
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‘ CHRISTMAS CROSSWORD | 
The solution to the Crossword Prot - 
lem, compiled by Kenneth "Tricke 
F.C.A., Which appeared in last BEEN 
issue; SH as follows: he 


'clolniCLe|D ETD IN S MEMS I ho 
MA G Pieper D 
Ve M T 
E HR OT iy : 
























OF 










